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PAUL BUNYAN’S BOWLING BALL PROVES BEARINGS! 


This game of tenpins would have been fine sport for Paul Bunyan, 
yet it would have taxed even his strength to clear as much as 50 
acres an hour with this gigantic ball. Today, giant ‘dozers do the 
job with ease. Nearly every leading make is equipped with Bower 
Straight and Tapered Roller Bearings — with proven ability to 
stand up under back-breaking pressure. Manufacturers look to 





Bower for improved bearing design and painstaking quality con- 
trol that make Bower bearings last longer, need less maintenance. 
When you require bearings, select from Bower’s complete line 
of tapered, straight and journal roller bearings for every field of 
transportation and industry. Bower Roller Bearing Division, 
Detroit 14, Michigan. 
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AUTOMOTIVE. Bower roller bearings are design 
structed to stand up indefinitely with little or n 
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AGRICULTURE. Breakdowns in equipment are costly. That’s 
why farm equipment makers use Bower roller bearings. 


DIVISION OF 
FEDERAL-MOGUL-BOWER 
BEARINGS, INC. 
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BOWER’S BROAD LINE of tapered, cylindrical and journal 
roller bearings are used in virtually every industry. 
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1958 1959 1960 1961 
1953-55 Yeor Month Week § Latest 
Average Ago Ago Ago Week 
BUSINESS WEEK INDEX (chart) . 133.4 160.2 «144.9 =—:142.3r 143.5* 
PRODUCTION 
NT MAUE CINGUE, OF RODE): 5 sc wide c 6c nie sare destin des bow denee a ence 2,032 2,727 1,387 1,361r 1,482 
IOI, <1 SS os- 0s dene Sree Bikes hie St ac ea ee aiheieo soos eo eaa Ohi bas 125:553  1732:718 130,711 74,204r 111,424 
Engineering const. awards (Eng. News-Rec. 4-wk. daily av. in thous.)........ $52,412 $55,038 $68,517 $88,755 $84,546 
Electric power (millions of kilowatt-hours)...........sceeceeseccseceees 10,819 14,236 15,021 14,245 14,684 
Crude oil and condensate (daily av., thous. of bbls.).........eeeeeeeeeeees 6,536 7,146 7,132 7,165 7,151 
Bituminous coal (daily av., fhous. of tons)........c.eccececcccecsccevce 1,455 1,500 1,246 1,343¢r 1,392 
PINE AOTIG) og os ohh os heed oss os Us Skea 0 Seats Shwe mek aE we 247,488 324592 300,066 167,049 305,418 
TRADE 
Carloadings: miscellaneous and I.c.I. (daily av., thous. of cars)............6. 70 58 52 48 47 
Carloadings: all others (daily av., thous. of cars)..........eeeeeeeeeeeeee 47 40 35 33 33 
. Department store sales index (1947-49 = 100, not seasonally adjusted)..... 121 132 296 117 118 
Business failures (Dun & Bradstreet, number)...............eeeeeeeeeces 198 292 351 265 335 
PRICES 
Industrial raw materials, daily index (BLS, 1947-49 = 100)............... 89.2 94.7 85.8 86.7 87.0 
Foodstuffs, daily index (BLS, 1947-49 = 100)...........cccecceseseeees ‘ 90.5 72.3 75.4 76.5 77.3 
Peres Sone Cent Cn MOI WIN) 650.55. 6.0:5 5.n'a:s'0.0 0 s'p cole bocibnd geaancwees 19.8¢ 22.9¢ 17.6¢ 17.5¢ 17.5¢ 
Finished steel, index (BLS, 1947-49 = 100)........cecccevccceccceccces 143.9 186.6 186.2 186.2 186.2 
Scrap steel composite (Iron Age, ton)......ccseccccccccesccccccseccces $36.10 $41.83 $28.50 $31.17 $31.50 
Copper (electrolytic, delivered price, E&MJ, Ib.).......ceeecccccesecececs 32.394¢  33.800¢  30.000¢ 29.545¢  29.575¢ 
Aluminum, primary pig (U. S. del., E&MJ, Ib.)..... cee cccccccencceccce 20.6¢ 26.0¢ 26.0¢ 26.0¢ 26.0¢ 
Aluminum, secondary alloy #380, 1% zinc (U. S. del., E&MJ, Ib.)......6..0. tt 25.05¢ 23.01¢ 22.99¢ 23.00¢ 
Wheat (No. 2, hard and dark hard winter, Kansas City, bu.)..... TOTES NIRA $2.34 $2.07 $2.03 $2.03 $2.03 
Cotton, daily price (middling, 1 in., 14 designated markets, ac Eaae a bre Peles 34.57¢ 31.88¢ 30.13¢ 30.14¢ 30.11¢ 
RNs sie oo 5 isms Ped 650d 4K) 1k ev erdaled kn nckaehs $1.96 $1.83 $1.65 $1.67 $1.67 
FINANCE 
500 stocks composite, price index (S&P’s, 1941-43 = 10).............06. 31.64 57.81 57.13 58.79 59.50 
Medium grade corporate bond yield (Baa issue, Moody’s)..........+.+ee00% 3.59% 5.34% 5.08% 5.09% 5.11% 
Prime commercial paper, 4 to 6 months, N. Y. City (prevailing rate)........ 2-2% % 5% 3%4% 34% 3% 
BANKING (Millions of Dollars) 
Demand deposits adjusted, reporting member banks..................... tt 62,435 62,438 61,058 61,234 
Total loans and investments, reporting member banks...............+--- tT 103,996 108,524 110,362 109,122 
Commercial, industrial, and agricultural loans, reporting member banks... tt 31,032 32,849 32,848 32,776 
U.S. Gov’t guaranteed obligations held, reporting member banks.......... tT 27,406 29,685 30,238 30,154 
Total federal reserve credit outstanding. ............cccccsccccecceees 26,424 28,633 28,778 29,455 28,597 
Re MEINE en.cie sc csvecedessvacceseessecccsvesveoncsechaesedsvers 21,879 19,455 17,964 17,632 17,615 
MONTHLY FIGURES OF THE WEEK lm onl 
Personal income (seasonally adjusted, in billions)................ December.......... $296.1 $393.9 $409.0 $406.7 
Farm income (seasonally adjusted, in billions)...........eeeeeee- December.......... $16.0 $16.5 $16.9 $16.8 
7 Maman Marks (in MOUsSdNdS). <2. sc cccwcsdccccvcctccccsedene December......... é 101.5 96.3 95.6 92.7 
IUNINIE S71t ARUNONIS) 6 oc. 5 ck 5 ca8 > obs 00 60 wos tpeewwee oo0e MONO . cc ccesse 3 62.2 65.7 67.2 66.0 
Unemployment (in millions) ...........ccccccccccceccecs ++++-December......... 4 2.5 3.6 4.0 4.5 
Average weekly earnings in manufacturing................se00- December......... < $73.36 $92.16 $90.16 $90.02 
Wholesale prices (U.S. Dept. of Labor BLS, 1947-49=100)........December......... ‘ 110.4 118.9 119.6 119.5 
ON DUNE Lit UONS) 5535 cosa ciscabahiehscechesacesaeven ++++-December......... i $58.1 $261.1 $235.2 $257.0 
* Preliminary, week ended January 14, 1961. r Revi 
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READERS REPORT 





Raising Pay 


Dear Sir: 

You deserve high praise for your 
recent article pointing out that low 
pay for top positions in government 
has prevented Eisenhower and Ken- 
nedy from hiring the men they 
wanted, in far too many cases. 

We need not criticize the able ex- 
ecutives who refused to interrupt 
their careers in business to take very 
much lower paid government jobs. 
Ours is a capitalistic society. The 
U.S. 1s wealthy. We can afford to 

pay the “going rate” for the best 
talent available. Why should one 
businessman take a big cut in pay 
so that other businessmen can en- 
joy lower taxes? 

Business experience demonstrates 
that success and efficiency are 
usually largely due to the ability of 
the top executives. (Every invest- 
ment analyst knows that. In valu- 
ing a security he often considers 
management more important even 
than plant or capital.) And it 
really is important that the federal 
government be well managed and 
efficient. Each year it spends over 
$60-billion of our money, which 
ought to be done efficiently. Its 
regulations of business are now 
very extensive. Ineptness in the 
regulatory process can have de- 
plorable effects on business. Our 
survival as an independent nation 
depends on our military establish- 
ment being not too far less efficient 
than Russia’s. For all these reasons 
it is essential that our federal gov- 
ernment be well managed and 

ficient. 

If this analysis is correct, it is 
obvious that the real “spenders” 
nd “wasters” are the businessmen 
and politicians (in both political 
sarties) who insist on low pay for 
op government positions. Effi- 
ciency, either in business or gov- 
ernment, cannot be obtained by 
legislation, or rules, alone. Effi- 
ciency requires continued hard 
vork by able and _ experienced 
xecutives. Without such execu- 
ives in high positions, there in- 
vitably will be substantial waste 
nd inefficiency, regardless of how 
cleverly the laws and regulations 
nay be drafted. 

Because of the great dignity at- 
iched to government service, it is 
ot necessary that the top posi- 

tions in government pay as much 
as the top positions in business. 
(Because of their dignity, banks, 
also, for example, can be competi- 
ive for executives while paying 
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less than industry generally.) I: 


believe that if we raise the pay of 
the top government positions to 
one-half that paid in industry for 
comparable top work, the pay scale 
would be competitive. Along with 
this should go a like increase for a 
few of the top civil service em- 
ployees in each department. If a 
few top civil service employees get 
high pay, that will be an incentive 
to able people to stay in govern- 
ment service. 

The total annual cost of these 
proposed pay increases would prob- 
ably not exceed the cost of a new 
aircraft carrier. As an old Navy 
man Ii say this would be a better 
investment in the security of 
America; it would also ease the 
burdens of legitimate business and, 
no doubt, also result in a substan- 
tial annual net saving to taxpayers 
many times the cost of this pro- 
posed investment in good manage- 
ment. 

JOHN G. SOBIESKI 
COMMISSIONER OF CORPORATIONS 
SACRAMENTO, CALIF. 


Major Medical Plans 


Dear Sir: 

I would like to know whether or 
not you are free to advise me which 
insurance companies offer the 
family major medical insurance 
policy [BW—Dec.17’60,p113]. 

I would hate to call around to 
various insurance companies and 
have them all breathing down my 
neck. Your advice will be appreci- 
ated. 

Guy DEBRUN 
THE EGYPTIAN LACQUER MANUFAC- 
TURING CO. 
LAFAYETTE, IND. 


¢ Here are the names of the lead- 
ing insurance companies active in 
the health fields indicated: 

(1) Personal coverage, paid-up at 
age 65: Aetna Life, Continental 
Casualty, Empire State Mutual Life, 
Metropolitan Life, and Prudential 
Life. 

(2) Major medical coverage for 
people 65 and over: Mutual of 
Omaha; for people to age 65: 
Guardian Life, and Monarch Life. 

(3) Major hospital coverage for 
people 65 and over, regardless of 
state of health: Continental Cas- 
ualty; for people 65 and over with 
normal health: All American Life 
and Casualty, American Casualty, 
Constitution Life, Federal Life, 
Great West Life, Interstate Assur- 
ance, Inc., Massachusetts Protective 
Assn., Mutual of Omaha, Paul Re- 
vere Life, and West Coast Life. 
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Each month during 1960, more people were working than ever had 
worked in the same month during any other year. 

Average employment for the year, in fact, was 66.6-million. That was 
fully a million higher than 1959 and 144-million above 1957. 


These records sound fine if you didn’t know that unemployment, at 
the same time, averaged more than 3.9-million or 54% of the labor force. 


Unhappily, the latest figures are the poorest as far as the labor market 
is concerned (paralleling the measures of production and other key economic 
factors). And unemployment will get worse. 


Employment, even in December, was the highest ever for that month. 


However, the 66-million holding jobs last month topped the year before 
by only 300,000, the slimmest margin of the year. 


And unemployment was 4,540,000 in December, the year’s highest. 


Unemployment in 1960 was second highest in the ast 10 years (although 
figures prior to 1957 aren’t entirely comparable due to changes in definition). 
It lost the dubious honor to 1958’s 4,681,000. 


What happened was that growth in the labor force—an erratic thing 
from year to year—added 144-million would-be workers in 1960. 

Most of them found work. But those who didn’t pushed unemployment 
up to the year’s average of 3.9-million, 100,000 above 1959. But, in 1960’s 
late months, the year-to-year rise was far above that average. 


Some of the unseasonable rise in unemployment and drop in total jobs 
on the December count can possibly be blamed on foul weather. 

The number working in construction, for example, fell more than 
300,000 from November to December, about double the normal movement. 


Thus some of the “usual seasonal decline” expected in January may 
have come in December. That, though, softens the figures only slightly. 


The employment performance in manufacturing particularly and payroll 
employment generally was a disappointment in 1960’s second half. 


Between June and December the number of factory jobs fell nearly 
half a million. In both November and December, the total ran below the 
year before. 

Weather had very little to do with this; cost cutting did. 


Underemployment, even among those holding jobs, has been something 
of a problem ever since last April, the Dept. of Labor points out. 

The number of nonfarm laborers working less than 35 hours a week 
because of business slack averaged 1.2-million in 1960 against 1-million in 
1959. -And those voluntarily working part-time also averaged 200,000 higher. 

Some of this slack was in the factory work-week, which shortened 
steadily after May. The average in December was 38.8 hours, the lowest 
figure for any December in recent years. 


Nonfarm payroll employment (eliminating the self-employed and the 
odd-job workers) fell below the year-earlier level in December; it was the 
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only month last year to register such a shortfall. On a seasonally adjusted 
basis, however, each month after July showed a decline. 


Declining employment and shortened work-weeks are an ominous 
portent in any analysis of mass purchasing power. 
The only offset is that hourly rates have continued to rise. Thus weekly 


factory pay at least managed to average above $90 even in the late weeks 
last year, despite the reduction in the work-week. 


However, $90 will be hard to maintain this month and next. 


As measured by retail sales, consumption actually maintained a pretty 
sturdy tone through the end of 1960. 


A good if not spectacular December nosed 1960’s volume for all types 
of retail establishment a little more than 2% above 1959. The Commerce 
Dept. notes that its preliminary estimate of $219.8-billion for the year repre- 
sents a new record, about $4.4-billion better than 1959. 


Severe pre-Christmas weather as well as the clouded employment pic- 
ture doubtless put a crimp in consumer buying at yearend. Yet these reverses 
weren’t enough to prevent the best December sales on record. 


The month’s $18.2-billion (seasonally adjusted) topped the year-earlier 
figure by 4%, due mostly to the last-minute Christmas rush. 


Sales of softgoods rose last year to $148.7-billion against 1959’s $143.8- 
billion. But, though this was a record, merchants aren’t very boastful for 
the gain was the smallest for any full year since 1954. 

Gains for the food group, where mounting population is a key factor, 
accounted for more than half of softgoods’ rise. And the consumer was get- 
ting just a bit less for his 1960 food dollar than in 1959. 


Autos and automobile products had only a 1% gain last year (even 
though new-car sales rose by about 500,000). Elsewhere among stores 
handling durable goods, declines in 1960 volume were general. 

Effects of the housing sag show up in a drop of some $320-million in sales 
of furniture and appliances in 1960 as against 1959. 


Housing pursues its erratic and unpredictable way. The Commerce 
Dept. estimates December starts at a seasonally adjusted annual rate of 
990,000—down from 1,212,000 in November and the lowest since the new 
and “improved” counting method was instituted. 


Industrial production fell another 2 points to 103 in December as meas- 
ured by the Federal Reserve Board’s index (1957 equaling 100). Now the 
question generally asked is whether steel will be pushing up more strongly 


than autos pull down in the early months of 1961. 
Contents copyrighted under the general copyright on the Jan. 21, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Building an Administration 


@ That's what Kennedy has been doing for 70 days. 


A pattern is beginning to emerge. 


@ Job appointments show the tone. They stress 
variety of viewpoint, articulate intellectuality, rather than 


harmony. Kennedy expects to settle the clashes. 


@ A flood of task force reports on policies are already 


shaping some goals and programs for the new Administration. 


@ But priorities among the many plans are still to be 
set. There again, Kennedy will make the decisions. 


In the 70 days between election and 
inauguration, Pres. Kennedy was busy, 
as he put it, “constructing an Adminis- 
tration.” 

By the time he took the oath of 
office this week, most of the top 100 
jobs had been filled, and more than a 
score of task forces had spelled out the 
issues and problems that confront the 
new men in Washington. 

Whether Kennedy has truly “con- 
structed an Administration” or merely 
pulled together a group of oddly as- 
sorted men and a jumble of unrelated 
reform programs, depends largely on 
what happens between now and _ ad- 
journment of Congress next summer. 

But the men Kennedy has chosen 
and the issues he has highlighted dur- 
ing the past 70 days already show a 
great deal about the style and content 
of the Kennedy regime. 


|. Speed—With Caution 


The Kennedy pace has been fast. 

Between innumerable meetings with 
advisers in Washington, New York, and 
Palm Beach, he has logged some 15,000 
miles of travel and has held 18 press 
conferences. Ile took a hand personally 
in directing attention to a half-dozen of 
the more controversial task force reports. 
He has conferred with legislative leaders, 
trving to construct the delicate relaticns 
he must maintain with Congress. 

Though his own pace has been fast, 
he made choices for the top government 
posts slowly—much more slowly than 
Dwight Eisenhower did eight years ago. 
He has also moved slowly with many of 


the task force reports. While nine were 
released with fanfare the same day he 
received them, a dozen have either been 
kept entirely secret or their contents 
have been only hinted at in cursory 
summaries. 

¢ Abundance of Ideas—There are still 
more task force reports to come. It is 
typical of this phase of the Kennedy 
operation that nobody seems to know 
exactly how many there are going to be. 
The studies are a wholesale gathering-in 
of ideas and desirable goals. The groups 
were appointed apparently without a 
master plan, and their findings will be 
assessed by specialists within the Ad- 
ministration, still working without a 
master plan. 

This, however, may be due more to 
artfulness than carelessness. Kennedy 
seems to bé deliberately churning up an 
oversupply of programs and an umnre- 
strained rush of ideas. There is, for ex- 
ample, no sign that he turned back anv 
report to have it brought into align- 
ment with some over-all Administration 
policy. He appointed to the task force: 
the same type of man he has sought for 
many of the key jobs—scholars, techni- 
cians, and critics of the Eisenhower con 
cept of as little government as possible. 
Then he has given cach task force full 
scope in its own field. 
¢ Not Binding—This means, of course, 
that no task force report—even those 
that Kennedy has personally helped to 
publicize—is in anv firm sense an Ad- 
ministration document, or a prediction 
of things to come. 

A case in point: Treasury Secy. C. 
Douglas Dillon and his Under Secretary 


for tax matters, Henry H. Fowler, have 
been handed a task force report on tax 
reform. It was prepared by Stanley S. 
Surrey of the Harvard Law School 
(page 29). 

Surrey may join the Administration 
in one of the key Treasury posts, but 
the report was prepared by his task 
force without being passed on by either 
Dillon or Fowler, the men who ulti- 
mately must defend the Administra- 
tion’s recommendations in the Cabinet 
and before Congressional committees. 

Only one Surrey recommendation has 
been accepted so far: Dillon has prom- 
ised to-have-a-leophole-closing recom- 
mendation before Congress this spring. 
e More Advice—In a similar situation, 
a Social Security task force recom- 
mended sweeping changes, and though 
Abraham A. Ribicoff, Kennedy's Secre- 
tary of Health, Education & Welfare, 
was present when the report was re- 
leased, there was no indication how 
much of it Kennedy and Ribicoff 
eventually would back. 

A rash of reports on such specific 
foreign problems as arms control (page 
34) has also been prepared—either to 
help Secy. of State Dean Rusk or to 
hamper him, depending on the point of 
view. The foreign affairs reports are 
among those that Kennedy has kept 
secret. 

Guarantee of Ferment—While this is 
untidy, and almost guarantees confu- 
sion, it nevertheless fits into Kennedy's 
concept of his role in the White House. 
He sees himself as the man who will 
make the ultimate decisions. If a task 
force clashes with a Cabinet officer, this 
only means that Kennedy has exposed 
himself to a wider choice of possible 
decisions. 

If Kennedy persists in this method, 
he will have some bruised and_resentful 
Cabinet officers to face, once the neces- 
sarv scurrying of the inauguration pe- 
riod is over. 


ll. Portents 


There are already strong indications 
of what programs most appeal to Ken- 
nedy: 

A new assault on poverty. ‘This takes 
the form of bigger unemployment com- 
pensation pavments, health aid for the 
aged through Social Security, more lib- 
eral aid to dependent children, higher 
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Social Security payments with a reduc- 
tion in the retirement age to 62 for 
nen. 

More money for health. Hospitals; 
institutions that train doctors, nurses, 
and other health workers; nursing 
homes; research projects, and needy stu- 
dents are all down for more, as far as 
budget limitations allow. 

Housing. Major support for housing 
ranks high, both as a means of shorten- 
ing the recession and because Kennedy 
believes long-range needs require it. 

Improvement of cities. To rebuild 
the decaying hearts of cities is a project 
Kennedy likes. As one means of fur- 
thering it, he is considering a new 
Cabinet post—Secretary for Urban Af- 
fairs. 

Education. 
lic education 
effective that 


The vision here is a pub- 
system so thorough and 
no first-class talent goes 
undeveloped. Federal funds for build- 
ings, teacher salaries, and student aid 
are on the agenda. 

Space exploration. The far-off dream 
is to contact other forms of intelligent 
life in the solar system. The first steps 
involve a tighter organization of space 
research: ultimately, more money will 
be asked. 
¢ Farm Problem—Kennedy has no 
task force on agriculture. Instead, he 
personally met once with the represent- 
atives of leading farm organizations 
and has called a second and _ larger 
meeting for late this month, this one 
to be held in the office of his Secretary 
of Agriculture, Orville L. Freeman. 

One interpretation of these reviews 
is that Kennedy is trying to back away 
from the agricultural program he laid 
out during the campaign. There are 
indications that he is hoping Freeman 
can provide him with a fresh start. 
The method probably does not concern 
Kennedy too much. What he wants 
to achieve as a broad goal is an income 
for farmers that’s equivalent to what 
is earned in town by men of equal skill 
and financial resources. 
¢ Time of Decision—The solid shape 
of the Administration will not emerge 
until Kennedy has performed the pain- 
ful task of choosing among programs 
and posting an order of priority. As he 
does this over the next few months, the 
detailed differences between the Ken- 
nedy Administration and the Eisen- 
hower Administration will take form. 

Kennedy has already warned that 
there is not enough money to go 
around, that he will cut programs to fit 
resources. He'll make no effort to 
achieve a balanced budget this fiscal 
vear or next, accepting deficits for these 
vears as the unavoidable cost of reces- 
sion. 

But Treasury Secy. Dillon,‘ in his 
confirmation hearing before the Senate 
inance Committee, said it would be 
the policv of the Administration to 
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seek large surpluses when times are 
good. If Kennedy and Dillon carry out 
this policy, it will mean a higher gen- 
eral level of federal outlays than Eisen- 
hower ever approved, but one in which 
programs are kept under a tight fiscal 
rein just the same. It could even mean 
higher taxes later on. 


lll. The Essential Difference 


In one sense, a new and overriding 
priority has already been established by 
Kennedy. 

It consists of greatly expanding re- 
sponsibilities of federal government. 

This shows in many ways. One is 
unemployment. , Eisenhower, in his 
State of the Union message, said unem- 
ployment is higher than anyone likes, 
but his budget message this week con- 
tained no programs designed to reduce 
it. Kennedy will make unemployment 
and the recession that is feeding it 
the first order of business. He will ask 
Congress to increase outlays by around 
$3-billion or $5-billion. If business 
nosedives, he may follow this with a 
recommendation for a temporary tax 
cut. 

The new element is also in the space 
task force report, which has the bless- 
ing of Kennedy’s highest-ranking space 
adviser, Vice-Pres. Lyndon B. Johnson. 
The report calls for a more vigorous 
role by government, with a stronger 
element of hard-driving leadership. 
¢ Men and Ideas—The new priority 
shows up in the very existence of the 
task forces, and in the character, back- 
ground, and outlook of the men 
Kennedy has chosen to operate in the 
key positions. 

These are men who believe in 
government and want to see it play an 
expanding, dynamic role. ‘They will 
not be quoting Eisenhower’s favorite 
precept, that the government should do 
for people only what the people can- 
not do so well for themselves. They 
will be citing precepts of their own— 
some stemming from John Kennedy 
and his task forces—to show that the 
country needs more, not less, govern- 
ment. 

Beyond this, there is little yet to 

give the new Administration a collec- 
tive personality. The men who com- 
prise it are a disparate lot, with a wide 
range of convictions. They are on the 
whole brainy, articulate, and opinion- 
ated, but they are in no sense a team. 
The question is whether they ever will 
become one. 
e Many Cooks—Arms_ control—which 
Kennedy places near the top of tasks 
to be undertaken in due time—is one 
area where the Kennedy men must 
learn to work together, apparently with- 
out clear lines of authority. 

Kennedy’s top man on disarmament 


is John J. McCloy, the New York 


banker. But Paul Nitze, long a Ken. 
nedy adviser, will operate in the same 
general area from an office in the Penta- 
gon, with frequent contacts in the State 
Dept. In the Pentagon, Defense Secy, 
Robert S. McNamara intends to take 
part in the formulation of top-level 
strategy, which means he will get into 
arms control. So will Dean Rusk as 
Secretary of State. In the White House, 
Jerome B. Wiesner, special assistant to 
the President for science and technol- 
ogy, may well have something to say 
from the technical angle. 

Just how a unified arms control 
policy is going to emerge from this mix 
of energetic and able men is something 
that even Kennedy probably could not 
explain. 
¢ Other Assortments—Rusk faces a 
somewhat analogous problem in regard 
to foreign affairs in general. In Chester 
Bowles as Under Secretary and Adlai 
Stevenson as Ambassador to the United 
Nations, Rusk has two assistants who are 
better-known than himself, and with 
broad bases of power in the Democratic 
Party. 

There is admiration among politicians 
for the deftness with which Kennedy 
picked the non-controversial Rusk for 
the top spot instead of either Bowles or 
Stevenson. But there is sympathy for 
Rusk as the man left with the problem. 

In the Treasury, Kennedy has thrown 
Republican Dillon in with Democratic 
liberal Fowler, adding technician Robert 
V. Roosa of the New York Federal Re- 
serve Bank to run the public debt. This 
trio may suffer from unexpected stresses 
during the shakedown period. 


IV. Kennedy Himself 


The construction of an Administra- 
tion depends in the last analysis on the 
man at the center; the White House is 
where the tone and character are set. 
And in contemplating John F. Kennedy, 
Washington’s old hands are puzzled. 

They note the skillful manipulation 
of men during the period of appoint 
ments. They note the stubbornness with 
which he staved by the choice of his 
brother Robert F. Kennedy as Attorney 
General, in the face of criticism. And 
they are beginning to believe that Ken- 
nedy is without a personal, emotional 
commitment to any of the programs he 
has assigned for study—that he will pick 
and choose among them on a basis of 
carefully calculated political considera- 
tions. In short, they see him as a cool 
—some insist cold—political manipulator. 

If this is the public image that has 
emerged during the past 70 days, Ken- 
nedy himself can go far to erase it. He 
plans to put his first press conference as 
President on live TV, and has every 
reason to believe in his power to reach 
and influence viewers as a man of con- 
viction and education: 
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In the Spring—a Tax Problem 


It may or may not include a cut in personal taxes. But 
Kennedy will propose important changes in both personal 


and corporate taxes. 


Sometime this spring, perhaps be- 
fore Apr. 1, Kennedy will propose to 
Congress a big and important set 
of changes in tax law. Congress is 
pretty sure to approve many of them. 

The bundle may or may not include 
a quick cut in personal income taxes. 
That will depend on how bad the 
recession looks toward the end of the 
first quarter. Among the other ideas be- 
ing considered are moves to tighten up 
personal income tax collections, partic- 
ularly at the higher levels where capital 
gains and dividend income are signif- 
icant. It might eliminate some of the 
tax preferences now given corporations 
that invest abroad. And it will offer 
some tax inducements to corporations to 
increase their domestic capital invest- 
ment. 
¢ Tax Cut—Kennedy has been under 
strong pressure from the economists 
among his advisers to move immediately 
for a substantial cut in personal in- 
comes. The task force on anti-recession 
policy headed by Paul A. Samuelson 
most vigorously urged a quick cut 
to take effect in March or April 
(BW—Jan.14’61,p19). But the word 
is filtering out that Kennedy prefers 
to wait. In a sense, he wants time to 
test the view the Eisenhower people 
hid out in this week’s budget message 
and economic report (page 108)—that 
a business turnaround is coming soon. 

Generally, the politicians around 
Kennedy are a good deal less anxious 
for a tax cut than the economists are. 
It wouldn’t make Kennedy look good, 
they think, to jump too quickly on the 
bandwagon: “It sets a bad precedent 
so early in the Administration,” says 
one. 
¢ Dillon’s Views—The new Secretary 
of the Treasury, Douglas Dillon, talked 
about some Administration tax policy at 
his confirmation hearings last week be- 
fore the Senate Finance Committee. A 
tax cut to cure a recession, he said, 
should be used only “in very severe 
circumstances.” 

Senators on the Finance Committee 
ed Dillon over most of the tax prob- 
ems he’s facing. Dillon took no hard- 
and-fast positions; his experience in 
testifying on equally knotty State Dept. 
matters enabled him to field all queries 
without pinning himself to anything. 
But he showed his leanings on several 
issues. 

Dillon saw no reason to continue 
special tax treatment to induce Ameri- 
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can capital to go to Europe to invest. 
He indicated he would suggest changes 
to end any tax advantages that en- 
courage new capital investment abroad. 

Dillon agreed that tax deferral 
allowed on profits earned by foreign 
subsidiaries of U.S. corporations 
amounts to an interest-free government 
loan of this amount of money to these 
companies. He saw this as something 
that needed attention. 

Dillon also emphasized the need to 
encourage U.S. capital investment at 
home. “European factories are becom- 
ing more modern than our own,” he 
said, and the Administration can’t allow 
such a trend to continue. 

On the 274% oil depletion allow- 
ance, Dillon was no firmer than Ken- 
nedy has been. He said an intensive 
study is needed “and certainly if we are 
going to be able to reduce over-all 
rates . . . we can do so only after taking 
very real action to close whatever loop- 
holes may exist.” He did say, though, 
that the Treasury Dept. would have a 
position on the subject this spring, 
one way or the other. 
¢ Tax Program—Most of the key ideas 
in the package of proposals to be of- 
fered this spring will be picked from 
the selection offered up by Kennedy’s 
task force on tax policy, headed by 
Stanley S. Surrey of the Harvard Law 
School. Indeed, Surrey may yet take 
a top job in the Treasury Dept. The 
other members of the task force: Nor- 
man B. Ture, counsel to the Joint 
Economic Committee of Congress; 
Adrian W. De Wind, New York 
lawyer; Richard A. Musgrave, Johns 
Hopkins professor, and Mortimer Cap- 
lin, law professor at the University of 
Virginia, who is in line either to be- 
come Internal Revenue Commissioner 
or to get a high Treasury job. 
¢ Recommended Action—The text of 
the tax group’s report has not been 
made public—not even in summary. 
But the report is known to make 
recommendations across the board: 

Anti-recession. It contains its own 
gimmick for an emergency cut—if Ken- 
nedy decides on one—and it’s not 
necessarily the reduction of rates called 
for by the Samuelson report. 

Individual income tax revisions. Here 
it recommends a wide variety of pro- 
posals: a tighter definition of capital 
gains income that’s eligible for the 25% 
tax rate; withholding of dividend in- 
come at the source; repeal of the ex- 


emption of the first $50 of dividend 
income and the 4% credit on cividend 
income over $50; revised treatment of 
mutual savings banks and savings and 
loan associations. 

Basic reform. This package of recom- 
mendations would aim at eliminating 
or reducing special tax allowances and 
privileges so that the income rate struc- 
ture as a whole can be lowered. In- 
volved are reforms of income, estate, 
and gift taxes—the subject of an ex- 
haustive series of hearings last year by 
Chmn. Wilbur D. Mills (D-Ark.) of 
the House Ways & Means Committee. 

Tougher policing of returns. Hiring 
more tax collectors is recommended on 
the standard grounds—additional reve- 
nue agents can still bring in taxes that 
are many times the cost of their salaries. 

Business expansion. Key proposal 
here is to give an incentive to com- 
panies to invest in new plant and 
equipment, an important factor in the 
national economy. The Surrey report 
recommends a direct tax deduction for 
spending on capital plant, rather than 
an amortization allowance. Here’s the 
way it would work: 

A company would be able to deduct 
from its tax bill a specified percentage 
of the amount by which its spending 
for the year on plant and equipment 
exceeds its amortization allowances for 
the year. This is a greater incentive for 
those who qualify, since the deduction 
is not taken from the earnings figure 
(as it would be with an increased allow- 
ances for depreciation) but is subtracted 
directly from the taxes that otherwise 
would be due. 
¢ More Decisions—There are other tax 
problems involving billions of dollars 
that Kennedy will have to face this 
spring. These decisions are forced on 
him by earlier votes of Congress. 

For instance, he’s certain to recom- 
mend a continuation of the 52% rate 
on corporate income taxes, which has 
been a “temporary” one since Korea; 
he will almost certainly recommend 
continuation of present excises on 
liquor, beer, wine, cigarettes, tele- 
phones; he has to decide whether to 
let the present law stand on gasoline 
taxes—which would drop the present 
4¢ per gal. federal tax to 3¢ on July 1. 
To replace the revenue loss to the high- 
way trust fund, Congress provided that 
excise taxes amounting to 5% of manu- 
facturers’ prices of autos, parts, and 
accessories be diverted from the general 
fund, where they now go. 

All these tax decisions were men- 
tioned by Eisenhower this week in his 
own final budget message to Congress, 
but it’s Kennedy’s recommendations 
that count. 
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JNDY 500... 
i NINE HOUR MARATHON 
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BUNDY TUBING’S $15,000 exhibit at New York Motor Boat 
Show is set up by Vice-Pres. Charles P. Sagar to display company’s 


entry into outboard motor field, and to line up dealers. 


wa 


COMPETITION with Mercury engine Sagar inspects (above) and 
with Johnson and Evinrude motors will be tough because Bundy 
so far has only one model. And marine business has slowed down. 














SELLING JOB is directed at dealers during three days when 
show was closed to the public. Sagar (center) signed up several, 
who will start selling the 30-hp. Bundy motor later this year. 


Tube Maker Launches a Boatin 


For the first time in several years, a 
new company is lining up with the old 
starters at the National Motor Boat 
Show in New York for the annual run- 
for-the-money race in outboard motor 
sales. 

To an industry that is feeling the 
sharp pinch of the recession, Bundy 
Tubing Co.’s debut would seem to 
come at a bad time. The National Assn. 
of Engine & Boat Manufacturers esti- 
mates that sales of pleasure boats last 
vear declined 14% from 1959—the first 
halt in the industry’s 10-year boom. 

But for its first venture into unfa- 
miliar waters, Bundy is betting for sur- 
vival on the European market rather 
than on any sales it may pull out of the 
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nine-day show at New York’s Coliseum. 
‘Europe is on the edge of the new 
era of leisure time that the U.S. went 
into 10 or 12 years ago,” says Pres. 
Wendell W. Anderson, Jr. This is pri- 
marily why Bundy, a long-established 
Detroit manufacturer of automotive 
hydraulic brake linings and refrigera- 
tor condensers, decided to stake more 
than $1-million in an industry domi- 
nated by two giants—Outboard Marine 
Corp. and Kiekhaefer Corp., maker of 
the Mercury engine. 
¢ Dual Market—Bundy’s 30-hp. engine 
makes its public debut at the 51st 
annual Motor Boat Show and goes on 
sale this spring. Although the Italian- 
designed-and-built motor will appeal to 


economy-conscious Europeans, Ander- 
son says, it was also designed for the 
luxury and speed-conscious U.S. mar 
ket. 

This dual market approach explains 
why Bundy decided to crash an industry 
already crowded with makers of out- 
board engines. 
¢ Big Decrease—At least one decision 
had already been made before Bundy 
took the plunge—that of designing and 
building the engine. In 1956, when 
the boating business was riding tan- 
dem with the leisure-time desires of 
Americans, Lionel Corp. decided to in- 
vade the outboard motor market. At 
the same time, Innocenti Corp. of Mi 
lan, Italy, wanted to develop an out 
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SWITCH to consumer product will be eased for Bundy by Sagar’s setting engine: At the Orange Bowl Marathon race in Miami, a 
wide contacts in the pleasure boat business. At New York’s Colli- boat equipped with the new Bundy engine set two tentative 


seum, Sagar exhibited what the company claims already is a record- 


enture 


board for the European market. Lionel 
id Innocenti teamed up to produce 
an engine that would be as satisfactory 
to Americans as to Europeans. ; 

A vear later, Innocenti decided in- 
stead to concentrate on the Innocenti- 
Austin. But the company continued re- 
search and engineering on the outboard. 
'hen, Bundy bought out Lionel’s share 
of the project when the outboard motor 
was nearly ready for marketing. 

“We'd been looking for several years 
for diversified firms outside our line,” 
Anderson says. “And we heart through 
personal contacts that Lionel wanted to 
sell out.” The “personal contact’ was 
Anderson’s_ brother-in-law, Charles P. 
Sagar, who then worked for Falcon 
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records and was the only craft in its class to complete the course. 


EXHIBITOR stops Sagar and Mrs. Judy Billingham, widow of James Billingham—a consult- 
ant of Lionel Corp., which, along with Innocenti, develoved the motor. It was Billingham 
who suggested to Sagar that Bundy buy the motor, which was almost ready to market. 
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Alarm Co., Inc., a marine industry sup- 
plier. Sagar persuaded the family-owned 
firm to take the gamble. Sagar later 
was named vice-president of the new 
Bundy Marine Div., U.S.A. 

¢ Backstop—Bundy then set up an Ital- 
ian affiliate, Bundy Marine, S. p. A., 
with a plant in Milan. Philip Mar- 
fuggi, former Lionel vice-president who 
had worked on the outboard project 
from the beginning, became president 
of the Milan affiliate. 

“We would not have gone into the 
outboard motor business without the 
European market to backstop our 
American business,” Anderson says. 
“Our European operation will make a 
profit on sales in the first year, but 
we'll lose money in the U.S. due to 
high promotional costs.” 

Bundy has been well established in 
Europe since the mid-1930s. It manu- 
factures and sells its traditional prod- 
uct—Bundyweld tubing—in England, 
France, Italy, and Germany. Bundy- 
weld is a process for making tubing out 
of single strip metal. 
¢ Cautious Start—For the first year in 
the U.S., Bundy will market the two- 
cevcle, 500-cc motor only in Northeast- 
ern areas. 


At the New York Boat Show, and at 
the Boston Garden Boat Show next 
month, Bundy hopes to line up a dozen 
dealers in the Northeast. 

Anderson expects to get less than 
1% of the U.S. market this year, but 
hopes for 4% in five or six years. The 
30-hp. engine sells for $595—competi- 
tive with comparable Evinrude and 
Mercury models. It is the only model 
for 1961, but Bundy plans to have a full 
line of models in four years. Even then, 
Anderson says, “our idea is not to get 
near the percentage of the market held 
by Outboard Marine and Mercury.” He 
estimates that Outboard Marine en- 
gines, including the Evinrude and John- 
son brand names, now take 51% of 
U.S. outboard sales, Mercury 25%. 
¢ First Record—To the thousands mill- 
ing around the Coliseum show, Bundy 
already can show what it claims is a 
record-setting engine. A few wecks ago, 
Bundy’s Milan affiliate put the finishing 
touches on an engine and five days later 
it was attached to a boat in the annual 
Orange Bowl nine-hour Marathon race 
at Miami. The boat set two tentative 
world records and was the only craft in 
Class I for engines up to 36 cu. in. to 
complete the course. 


The Breakthrough on Birth Control? 


Oral contraceptive just approved for U.S. 


sale 


promises to be cheap and effective. It may retard cancer. 


An inexpensive, safe, coolproof birth 
contro] pill that may also have anti- 
cancer properties: That’s the label that 
was tagged on a hormone called Enovid 
in a closed circuit television broadcast 
to doctors this week. 

One of several steroid hormones that 
have been under intensive clinical and 
field test observation in medical centers 
from Los Angeles to Puerto Rico over 
the past _ three-and-a-half years (BW— 
Oct.26’57,p112), Enovid has just been 
approved for prescription sale as a birth 
control agent in the U.S. by the Food 
& Drug Administration. Its producer, 
the G. D. Searle & Co. of Chicago, is 
maintaining a discreet silence during 
current excitement over tests of the 
drug. But both the Population Council 
and the Planned Parenthood Assn. are 
openly enthusiastic. 
¢ Cancer Preventive?—Due to reports 
on the recent characteristics of Enovid 
—its suspected anti-cancer action—the 
Worcester Foundation for Experimental 
Biology is now starting tests in the 
United States, Ceylon, Japan, and Haiti. 
It was the Worcester Foundation and 
Readers Digest magazine that spon- 
sored this week’s television report. 

Dr. Gregory Pincus (co-director of the 
Worcester Foundation and the man 
credited with originally coming up with 
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the theory that a steroid hormone might 
be used in an oral contraceptive pill) 
says that the first hint that Enovid 
might also help prevent cancer of the 
cervix and breast came as a result of 
large-scale safety and effectiveness tests 
involving 800 women in Puerto Rico 
over a four-year testing period. 

Dr. Pincus points out that there is a 
need for extensive, specific testing of 
the pill for about five vears before any 
firm conclusions about its efficacy as a 
cancer preventive can be drawn. But 
the National Institutes of Health is im- 
pressed enough with the early indica- 
tions to be considering a study of the 
drug as a cancer inhibitor not only in 
women but also in men. 
¢ Smaller Dosage—A handicap, still 
standing in the way of general world- 
wide sales of Enovid, is its relatively 
high cost. To be effective as a birth 
control agent, the tablet must be taken 
20 days per month. At present it re- 
tails for 50¢ per pill, or $10 for one 
month’s protection from pregnancy. 

However, Food & Drug is now con- 
sidering a version of the pill that con- 
tains only half the present dosage. 

Latest field trials indicate it is 
equally effective as a birth control 
agent. Searle may have also discovered 
ways to cut production costs radically. 


AEC Tightens 


. . . safety measures for 
nuclear facilities as result of 
Idaho accident, which now 
looks nuclear. 


As a result of the fatal accident at 
an Atomic Energy Commission reactor 
station in Idaho on Jan. 3, the AEC 
last weekend took steps to bolster safety 
by clamping down harder on nuclear 
operating procedures. 

The commission sent out new instruc- 
tions to all nuclear installations, in- 
cluding government and military as 
well as privately owned reactors. The 
commission: 

e Directed all managers of govern- 
ment nuclear facilities to conduct de- 
tailed safety reviews of reactor opera- 
tions under their supervision. 

¢ Requested detailed information 
on operating experience from all AEC- 
licensed private reactors. 

¢ Called for development of special 
handling procedures for any reactor in 
which movement of any one control 
rod can take the reactor from a normal 
shutdown condition to criticality (as 
was the case in Idaho). 
¢ Greenland Shutdown—In a similar 
precautionary move, the Army ordered 
its PM-2A reactor under the icecap at 
Camp Century in Greenland to shut 
down. Operation of the 1,500-kw. re- 
actor, built by Alco Products, Inc., had 
already been stopped because of shield- 
ing deficiencies that permitted localized 
escape of neutrons; but it was believed 
these deficiencies could easily be reme- 
died. 

Under the shutdown order, the PM- 
2A reactor will remain out of operation, 
with all control rods in and with no 
change in the physical condition of its 
core, until all operating procedures 
have been carefully reviewed by the 
Army and the AEC. 
¢ Investigation—The AEC meanwhile 
proceeds with the difficult job of trying 
to pin down the exact cause and pre- 
cise nature of the Jan. 3 explosion in 
the Stationary Low Power Reactor at 
its Atomic Reactor Testing Station in 
Arco, Idaho. 

At midweek, AEC conceded that 

“strong indications, while not conclu- 
sive, are that the reactor . . . sustained 
a nuclear excursion. Evidence is not 
sufficient to indicate whether or not 
there may have been an explosive 
chemical reaction.” The technical 
term “excursion” refers to a too fast 
buildup of the nuclear reaction. At 
first, it had been believed the explosion 
was caused by a purely chemical reac- 
tion between water and hot aluminum. 

“So far as it has been possible to de- 
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termine,” AEC added, “a nuclear te- 
action is not going on in the reactor 
at this time, but a complete examina- 
tion has not been possible.” The in- 
vestigation, it said, continues to be 
“slow and difficult because of extremely 
high radiation levels in the reactor 
building.” 

¢ Expert Aid—Some of the countrv’s 
top-flight nuclear men have been as- 
sembled at the Idaho accident scene 
to help the AEC’s investigative com- 
mittee and inquiry board. The first 
task of the group was to assure that the 
wrecked reactor could not cause further 
trouble, and to recover the victims. 

One of the three men in the reactor 
building at the time of the explosion 
on the night of Jan. 3 was still alive in 
the highly charged reactor room, when 
the rescue squads first responded to 
emergency alarms. On the fifth attempt 
by rescuers to penetrate the high radia- 
tion levels, he was carried out on a 
stretcher. That was 1 hr. and 35 min. 
after the 9:01 p.m. alarm. He was 
transferred to a panel truck and driven 
toward an approaching ambulance and 
AEC doctor, but was pronounced dead 
at 11:14 p.m. 

The next dav, Jan. 4, two-man te- 
covery teams wearing protective cloth- 
ing removed the bodv of the second 
man. It was not until Jan. 9, six davs 
after the accident, that the third body, 
lodged in the ceiling, could be freed 
and removed. This was done by means 
of a net attached to a crane boom, 
guided by a close-circuit TV. 
¢ Hazards—Getting into the reactor 
building for investigation is still haz- 
ardous because of the high levels of 
radiation that complicated the removal 
work. Each person entering the build- 
ing is dressed in two pairs of coveralls, 
with shoe covers, gloves, and respiratory 
air packs. Tape is plastered around 
wrists and ankles for skin protection. 

The rescue and investigation work 
inside the building has been carried on 
by a large number of persons, each 
entering the building onlv for carefully 
limited periods. This was done to 
keep each person’s total exposure to 
radiation below maximum permissible 
limits. 

* No Panic—Richard S$. Morse, Army 
director of research and development, 
sees no evidence yet that the accident 
contains warnings for anv operating re- 
actor. Nor do Air Force or Navy 
reactor developers foresee any cutbacks 


in reactor development for naval or ~ 


aircraft propulsion. 

These men are convinced that any 
comparison, in defense facilities alone, 
of reactor accidents with accidents in 
conventional boiler operation wou!d 
show a lower number of nuclear in- 
cidents, and that this would prevent 
any “panic” regarding use of nuclear 
reactors for power. 
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New York Banks Are at It Again 


Hanover Bank and Manutacturers 


Trust announce 


plans for merger. The new bank woulc! become fourth largest 
in U.S., would pose serious threat to other New York banks. 


The continuing struggle for deposits 
among New York City’s big banks 
sharpened this week when Hanover 
Bank, one of the last remaining whole- 
sale banks in the city, and Manufac- 
turers Trust Co., fifth largest in New 
York and first in offices (with 119) 
announced plans to merge. 

If the proposed consolidation is ap- 
proved, the new Manufacturers Han- 
over Trust Co. would be third largest 
in New York, and the fourth largest 
in the U.S. It would make the third 
shift in this position in less than three 
years. 

Together, the banks have total re- 
sources of more than $6-billion—with 
deposits of nearly $5.5-billion, and com- 
bined capital funds of $430-million. 
This means that it would displace New 
York’s Chemical Bank New York Trust 
Co. as No. 4 in the nation and No. 3 
in the city, a position it has held only 
since the merger between Chemical 
Corn Exchange Bank and New York 
Trust Co. in 1959. Chemical had dis- 
placed Morgan Guaranty Trust Co. for 
the spot—the latter holding it for 
scarcely six months. 
¢ “Unnatural” Union—In view of the 
periodic competitive realignments in 
the New York banking scene all during 
the postwar era, the Manufacturers- 
Hanover marriage doesn’t come as a 
complete surprise—although it is re- 
garded as an “unnatural” marriage be- 
cause of the two banks’ contrasting tra- 
ditions. 

Manufacturers, seeking more national 
business and new trust accounts, has 
been close to a big merger on a number 
of occasions—the last time with Bank- 
ers Trust Co. early in 1959. Its name 
also has been linked frequently with 
Franklin National Bank, a big suburban 
bank. 

Old-line Hanover, meanwhile, which 
has only 10 domestic offices, has been 
secking a merger. Despite strong man- 
agement and a good earnings record, 
Hanover has found it difficult to grow. 
Hanover was one of the few New York 
banks to show a loss in deposits the 
past five years. Manufacturers, on the 
other hand, with its extensive network 
of branches, had a 6.8% increase in 
deposits for the same period. 
¢ Motives—This explains the motives 
behind the merger. Manufacturers 
wanted to strengthen itself in whole- 
sale and trust fund banking. Hanover 
had what it lacked. And Hanover men 
felt that the only wav to grow was to 


“go where the money is—in retail bank- 
ing.” 

The only way for Hanover to get into 
retail banking was by the merger route. 
Hanover negotiated with Manufactur- 
ers for some time before the deal was 
arranged. And the end result seems 
fairly we'l balanced. Under the terms, 
Hanover will pay out a one-for-nine 
stock dividend to its shareholders. 
Manufacturers will declare a 334% 
stock dividend. Then, the merger will 
be effected on a share-for-share basis. 
Stock prices of Manufacturers and Han- 
over both inched up on the news; Manu- 
facturers traded at 664 and Hanover 
at 54} 

According to one bank analyst, if 
there is any edge it is to Hanover, partly 
because of the way Manufacturers 
Trust’s real estate holdings were valued 
in the exchange, partly because of 
Manutficturers’ relatively low stock divi- 
dend. Both sides, though, appear pleased 
with the transaction. 
¢ Personnel Shifts—As things stand 
now, Horace C. Flanigan, chairmai 2f 
Manufacturers’ board, and William 5. 
Gray. chairman of Hanover’s board, will 
become chairmen of the executive and 
finance committees, respectively, of the 
new bank. Chairman of the new board 
will be Charles J. Stewart, president of 
Manufacturers. R. FE. McNeill, Jr., pres- 


ident of Hanover Bank, takes over the 
presidency, while Gabriel S. Hauge, 
chairman of Manufacturers’ finance 


committee, will become vice-chairman 
of the board. 

This top management line-up seems 
to favor Manufacturers, but one insider 
points out that Hanover has more 
vounger bankers in high posts, and that 
Hanover men will have a majority of 
policvmakers in the long run. Manu- 
facturers, with 14 seats, does have an 
edge on the new 25-man board. 
¢ Competitive Threat—Because the two 
banks are basically in two different lines, 
it’s doubtful that they will lose much 
of their present business. But the merger 
does pose a threat to both bigger and 
smaller banks. Bankers say it will affect 
the position of Irving Trust Co., which 
is still committed strongly to wholesale 
banking. Irving, they say, must now 
take active merger steps if it is to remain 
competitive in making big loans. 

Bankers Trust, which has embarked 
on a long-range program to increase its 
retail business, must also consider a 
move. ‘| hus, a merger between Irving 
and Bankers seems a possibilitv. 
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ARDEN HOUSE conference brings military men and disarmament specialists together 
to tackle confused arms control issues—on which even Pres. Kennedy’s task force disagrees. 


KENNEDY ADVISER, Jerome H. Spin- 
garn, talks with Rev. E. A. Conway, S. J. 
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CO-CHAIRMAN of conference was C. M. 
Stanley, partner in Stanley Engineering Co. 


Seeking ; 


Most people—especially those who 
consider themselves hardheaded-—stil] 
think that discussion of arms control 
or disarmament is the _ exclusive 
province of well-meaning but soft. 
headed idealists. 

They would have been thoroughh 
disabused of this idea if—like the people 
in the pictures—they had spent four 
days last week at Arden House in 
Harriman, N. Y., at the second Strategy 
for Peace Conference. Often they 
would have had some difficulty dis- 
tinguishing between the views of 
people from such organizations as the 
Institute for International Order and 
those of men from the armed forces and 
such armed forces “think tanks” as 
RAND Corp. 

The first such conference was held 
at Arden House last June (BW —Jun. 
11’60,p108). This time, said RAND 
Corp.’s Amrom H. Katz: 

“The educational level is going up. 
Evervbody’s coming to see that militar 
problems, peace plans, disarmament, 
and arms control are all facets of the 
same gem: getting and holding security.” 

Disarmament specialists turned out 
to be full of learned jargon about or 
bital weapon systems, stabilized deter- 
rents, patient vs. nervous weapons, 
catalytic wars, Nth country problems. 
And the generals and admirals were 
seriously interested in arms control. 
¢ Basis for Security—The fundamental 
reason for this convergence, as Colum- 
bia University’s Prof. Emile Benoit 


RESEARCH view comes from defense an- 
alyst R. T. Donohue, of Arthur D. Little. 
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ROG 
named State Dept. chief of Research & Intelligence. 


put it, is this: “The system of na- 
tional defense within which Western 
societies have lived . . . is in the process 
of rapid breakdown.” 

The cause of the breakdown is the 
technological revolution in the art of 


destruction. On the one hand, full- 
scale war in defense of _ national 
security simply assures a_ nation’s 


destructior that makes it necessary to 
develop new ways to assure national 
security. On the other hand, as long 
as the conflict between East and West 
persists, unilateral disarmament would 
almost certainly lead, not to national 
security, but to surrender. 

So there was complete agreement at 
Arden House that some combination 
or other of arms and of arms control 
has become the necessary basis for 
national security. But exactly what that 
combination should be appeared as a 
problem of unspeakable difficulty and 
complexity. 


|. The Money in Arms Control 


Both industry and government are 
now putting some of their best brains 
to work on arms control problems, and 
some money has begun to flow. 

One of the Arden House conferees 
was L. C. Van Atta, special assistant 
for arms control in the Defense Dept., 
who is diyecting an explosion-detection 
program called VELA. 

Van Atta says the Defense Dept. 
wants to put $100-million into arms 





oy 
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lear Goal in Disarmament Maze 


control contracts in the budget for the 
next fiscal year. The Pentagon has 
already committed about half that 
amount to two companies—Texas 
Instruments, Inc., a leader in electronics 
and semi-conductors, and United 
Electrodynamics, Inc., Pasadena com- 
pany that makes electronic measure- 
ment instruments. 

¢ Just a Beginning—But that $100- 
million figure looks like only the 
beginning, just the cost of putting the 
program into working order. Several of 
the Arden House conferees thought it 
likely that, in the next few years, 
Defense Dept. spending on arms con- 
trol might climb to $1-billion. This 
would imply that arms control research 
and development is likely to become a 
truly significant slice of total Defense 
Dept. R&D contracts to private in- 
dustrv—which came to some $4-billion 
in fiscal 1959. 

At this point, nobody can quite see 
where arms control is going, or how 
high its costs are likely to go. Van 
Atta refers to Project VELA as part of 
a short-range program—laid out and 
budgeted for only four years to estab- 
lish what hardware would be needed 
for various kinds of inspection. 

The elaborateness and cost of any 
arms control system will obviously de- 
pend on the kind of agreements the 
Russians will accept. Thus, Pres. 
Eisenhower's “open skies” proposal, for 
permitting each side to fly observation 
planes over the other's territory, could 


heal 


be picced together into some kind of 
system. in a matter of weeks. But 
whether such a system would be ade- 
quate to the problem is another matter. 

High-flying airplanes, or satellites, 
can’t see everything. Van Atta observes 
that though a “limited, unilateral 
inspection device’’ could be launched 
pretty quickly, you still need a long 
time to figure out just what you want 
to inspect and how to do it, as a 
prepat. {ion for formal negotiations with 
‘he Russians. 
¢ Costly—Most experts in the field 
chink arms control is going to be 
mighty expensive. General Electric 
(o.’s R. C. Raymond, manager of GE’s 
‘Technical Military Planning Operation 
(TEMPO), even suggests that in the 
end the total U.S. inspection system 
could cost more than military deter- 
rence itself 

Some technicians have made rough 
estiinates putting the initial cost of any 
inspection system at $10-billion. Others 
set the price tag as high as $100-billion, 
arguing that there will have to be 
hardware for detecting nuclear explo- 
sions underground or in outer space, 
provisions for worldwide communica- 
‘tion and data analysis, an organization 
to administer the inspection system 
and provide over-all research, planning, 
iscal, legal, and diplomatic services. 

Many, however, think this emphasis 
on elaborate and expensive technical 
devices for inspection is pretty wild. 
They think that if you got the right 


ER HILSMAN of Johns Hopkins University has just been PEACE GROUPS AND BUSINESS: Amelia Leiss of Carnegie En- 
dowment and Chmn. J. Carlton Ward, Jr., of Vitro Corp. 
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KLAUS KNORR, of Princeton School for 
International Studies, carries weight as mem- 
ber of Kennedy task force on arms control. 


R. C. RAYMOND, heading GE’s TEMPO 
program, suggests an inspection system might 
cost more even than military deterrence. 


HAROLD WIENBERG, of Special Proj- 
ects at Ramo-Wooldridge, considers what 
weapon producers can do on arms control. 
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kind of international agreément—one in 
which the U.S. and the Russians threw 
their countries open to each other—the 
inspection costs would be much less. 
Van Atta, for instance, doubts the 
value of a “very high-cost” inspection 
system, because its very elaborateness 
“might prove to be more tension-pro- 
voking than the weapons it would re- 
place.” 

¢ Serious Work—A number of com- 
panies have found all this such a mud- 
dle, but such a potentially important 
problem, that they have set up little 
groups of thinkers, both physical and 
social scientists, to figure out what is 
going on. 

Among companies that have begun 
serious study of arms control are Ray- 
theon, Lockheed Electronics, Itek, Ar- 
thur D. Little, General Electric, and 
Bell Telephone Laboratories. The gov- 
ernment is trying to interest other com- 
panies, too, in this area. 

Some of the companies simply see 
an opportunity to design and sell hard- 
ware. Others are nervous about radical 
shifts in the defense budget that might 
leave them high and dry unless they 
diversify out of defense or shift to the 
expanding areas. At least one company 
thinker on arms control—GE’s Ray- 
mond—insists that his company’s main 
concern is to prevent its customers from 
vanishing—in a nuclear cloud. 

All are finding, however, that any 
useful calculation of the economic con- 
sequences of arms control or disarma- 
ment depends on a host of unknown 
political decisions—on the kind of arms 
control and defense policy the U.S. 
decides it wants, and on whether or not 
that proves negotiable. 


Il. Questions in Arms Control 


Right now, these political questions 
are unanswerable. For the experts and 
policy advisers of Pres. Kennedy are 
still in disagreement as to what U.S. 
disarmament policy should be. 

The depth of the conflict and indeci- 
sion among Kennedy’s own security 
planners shows up in a confidential re- 
port on arms control policy prepared 
for Kennedy by a 20-man task force. 
The group included three of Ken- 


nedy’s key men in this area—Dr. 
Jerome B. Wiesner, his chief science 
adviser; Paul H. Nitze, incoming 


Assistant Secretary of Defense for In- 
ternational Affairs; and Prof. Richard 
E. Neustadt of Columbia University, 
Kennedy’s special consultant on govern- 
ment organization. The group’s secre- 
tary was Jerome H. Spingarn (picture, 
page 34). 
e Limited Agreement—In this con- 
fused area, the task force could agree on 
only these firm recommendations: 

e It urged continuation of the 
present voluntary moratorium on test- 








has been great pressure in recent 
months, particularly from the Defense 
Dept. and the Atomic Energy Com- 
mission, to resume atomic testing. 

e It urged that Kennedy and his 
advisers decide within the next six 
months what sort of arms control to 
push for. It did not clearly say 
what the decision should be. But it 
pointed out that many radically dif 
ferent views are now held inside the 
government, and it emphasized that a 
decision among alternate objectives is 
needed both to permit intelligent 
planning of U.S. military programs and 
to permit effective negotiations with 
the Russians. 

Until such decisions are made, the 
task force feels strongly, Kennedy 
should delay arms control negotia- 
tions. 

The task force suggested that the 
U.S. should stop trying to match So 
viet propaganda appeals for quick and 
complete disarmament with its own 
“utopian” proposals. Instead, the U.S. 
should honestly declare that its goal is 
some form of arms control that would 
try to keep in balance a system of de 
terrent forces on both sides. The con- 
tro] system would have to be designed 
to prevent accidental wars, surprise at- 
tack, the spread of nuclear technology 
to additional countries, and the devel- 
opment of new weapons that might 
upset the balance. 
¢ Questions—Even if this view should 
prevail, the report notes, difficult ques- 
tions remain to be answered. Perhaps 
arms control could best be achieved 
by tacit agreements rather than formal 
treaties—each country taking action on 
its own in response to actions by the 
other, much as the present test ban is 
maintained. On the other hand, per- 
haps such informal arrangements would 
be too lacking in reassurance to other 
countries to be practical. 

And perhaps the Russians, though 
accepting the idea of inspection for 
complete disarmament schemes, would 
be unwilling to permit it on partial 
arms reduction or control. 

Still another view is that arms con- 

trol or disarmament can be achieved 
only as part of a settlement of the 
political issues between the U.S. and 
Russia, and therefore efforts should be 
aimed in that direction. At the opposite 
extreme, some argue for concentration 
on extremely limited agreements, such 
as on control of outer space, or methods 
of delivering bombs. 
e Crux—On all these issues, says the 
report, impressive arguments can be 
made on both sides. But the funda 
mental determining question is what 
the Russians really want and intend. 
Too little is now known about that, 
and great effort should be devoted to 
finding out. 
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Proof that 
Grinneii 
Sprinklers 

can protect you 
against disaster 
by fire 


Grinnell Sprinklers went into action fast when fire broke out in 
U. S. Rubber plant. The fire was quickly checked and serious loss 
averted. Complete Grinnell systems are prefabricated — then 


GRINNELL 


AUTOMATIC SPRINKLER FIRE PROTECTION SINCE 1878 


Forever-$1,000,000 











installed by expert crews. Grinnell Sprinklers save insurance 
dollars, too. For more information, write to Grinnell Company, 
Providence 1, Rhode Island. Sales Offices in principal cities. 
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Treasury Plugs a Gold Loophole | 


Washington describes ban on gold holdings of U.S. 
citizens abroad as “unloading a loaded pistol,” but financial 


men fear ban will be difficult to enforce. 


Beginning June 1, U.S. citizens and 
foreigners subject to U.S. jurisdiction 
will no longer be able to buy and hold 
gold bullion—or certificates representing 
gold deposits—abroad. Any gold now 
held will have to be sold, either in 
Europe or to the U.S. Treasury. 

Treasury officials denied that the new 
. ban was a panic measure designed to 
help stem the drain on the U.S. gold 
stock, which in the last three years 
has dropped from $22.9-billion to 
$17.6-billion, a loss of about $5.3-bil- 
lion. They described the move, made 
in a Presidential directive that was one 
of the last official acts of the outgoing 
Eisenhower Administration, as a long- 
overdue step to plug a loophole existing 
since 1933, when the U.S. prohibited 
the buying and holding of gold within 
its borders. Said one official, ““We’re 
just tidying up.” 

But this explanation did not wholly 
convince Wall Street and foreign fi- 
nancial centers. Some European bank- 
ers regarded it as a sign of official U.S. 
fears about the “growing mistrust” of 
the dollar—at home and abroad. Most 
took the view that this was the first of 
a new series of steps to cut the deficit 
in the U.S. balance of payments, which 
has been responsible for the outflow 
of gold and dollars. 

Moreover, a good many international 
financiers felt that this move, and 
others to follow, might increase the 
doubts about the dollar among _for- 
eigners. As one Swiss banker put it to 
BUSINESS WEEK, it doesn’t matter what 
Americans do. The thing you have to 
worry about is the foreign reaction. 
From London came the suggestion that 
the U.S. take the “bull by the horns” 
ind devalue the dollar before it was 
forced to. 
¢ Unloading the Pistol—But Washing- 
ton took a much calmer view. In pri- 
vate, officials admit that the ban on 
holding gold abroad was more than 
just the ending of an anomaly. They 
contend that while American holdings 
of gold are relatively small—their maxi- 
mum estimate is $150-million—the 
loophole could permit a big drain to 
develop in the future. “It was like hav- 
ing a loaded pistol in the house,” says 
one Federal Reserve man, “and now 
it least one bullet has been removed.” 

Some unofficial observers figure the 
current size of the loophole to be much 
bigger than official Washington esti- 
mates it. According to some unofficial 
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calculations, the amount of gold held 
abroad by Americans is substantial— 
ranging from $300-million to more 
than $1-billion. 

The Treasury points out that in any 
case the ban could not be put through 
overnight. For one thing, it took a 
good deal of legal homework to estab- 
lish that the White House had the au- 
thority to take the step. For another, 
the decision was preceded by a good 
deal of discussion of its psychological 
impact. 
¢ How Effective?—If the Treasury and 
Fed are right in their low estimates of 
U.S. gold holdings, then the required 
sale of gold by June will not do much 
either to close the deficit in balance 
of payments or stop the gold drain. 
But they hope it will be a deterrent to 
future gold rushes, because Americans 
who disobey the directive risk a stiff 
fine and possible imprisonment. 

Even this is questioned by lawyers 
and bankers, who say that the honest, 
law-abiding investor will be penalized 
but the sharp operator will be able to 
trade in gold without much chance of 
getting caught. According to one law- 
ver, the directive will “alert the sharp 
and shady operator.” Miroslav Kriz, 
gold expert for New York’s First Na- 
tional City Bank, says flatly, “The law 
cannot be enforced.” 

Most legal experts say that the U.S. 
has a right to prohibit gold holdings 
by Americans even if foreign countries 
permit them to buy and sell gold. The 
British, for example, have a free gold 
market in London, but do not allow 
residents of the sterling area—aside from 
bullion dealers—to trade or hoard gold. 
But lawyers also say that it will be 
difficult to enforce the law because, un- 
like England, the U.S. does not have 
a system of exchange controls, which 
makes it comparatively easy to keep 
close tabs on international transac- 
tions. 
¢ Still a Hedge—International bankers 
point out that Americans can. still 
hedge legally against a possible de- 
valuation of the dollar—by buying 
foreign gold mining stocks or foreign 
currency, particularly the German D- 
mark, which stands to gain in the 
event of any change in the dollar price 
of gold. Thus, some of the sophisti- 
cated and law-abiding investors who 
purchased gold during the last year will 
not be breaking any law if they sell 
their bullion and put the proceeds into 





these investments. And there is 
nothing to prevent others from follow- 
ing suit. 

This week, as a matter of fact, gold 
mining shares went up in price as a 
result of heavy demand. And the price 
of gold on the London market, after 
a sharp drop from last week’s price of 
$35.80 to $35.43 an oz., began firming 
once again, which suggested that no 
dumping of gold is going on. 

e Series of Moves—Since the London 
gold rush broke out last October, the 
U.S. Treasury has made a number of 
moves to check a new run on gold. 
At first it refused to supply gold to 
the Bank of England, which  tradi- 
tionally acts as a stabilizing influence, 
for arbitrage purposes in the London 
market. It took the strait-laced view 
that it would not feed out gold to 
speculators. Then, after gold went over 
$40 an oz., it was persuaded to change 
its mind, and has been willing to re- 
place any gold that the Bank has 
needed to knock down the free price 
close to the official price of $35 per oz. 

But this stabilization operation con- 

stituted a drain, and Treasury officials 
are hoping that enforced sale of 
American holdings, however small, 
will enable it to cut down somewhat 
on its own arbitrage activities. If the 
non-official estimates are right and the 
amount of gold held by Americans is 
substantial—and if a big portion of this 
is sold—it would mean that the U.S. 
Treasury would be supplying less gold 
to the Bank of England. 
e Tracing the Gold—Franz Pick, a 
gold consultant who has been warning 
that devaluation of the dollar is in- 
evitable, estimates American holdings 
by investors and corporations at over 
$1-billion, much of it bought in the 
last six months. But he thinks that 
even if the U.S. makes extensive use of 
undercover operations, it will be diffi- 
cult to trace most of the gold or to stop 
future American buying. 

The U.S. is counting on the honesty 
of its citizens. It is also hoping for 
the cooperation of London’s bullion 
dealers and the big Swiss banks which, 
up to now, have been the main sellers 
of gold to Americans. But many Euro- 
peans will be willing to sell to Ameri- 
cans because they themselves will not 
be liable under the directive. 

There’s also some doubt as to just 
how far foreign central banks and pri- 
vate banks will cooperate. For since 
the war the U.S. has not stopped 
American banks and corporations from 
putting pressure on foreign currencies 
through their dealings. So there’s some 
chance of retaliation now—or at least, 
of a blind-eye policy. 
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Kodak’s Verifax Copier turns out 5 dry, easy-to-read copies in 1 minute for 24%¢ each 


Here’s the easy, instant way to get 
any type of copy you want! 


















A Kodak Verifax Copier gives you a choice of copies no other copier can VERIFAX 

match. It lets you reproduce letters, charts, systems records, and other eee 

office items on one or both sides of white or color-coded bond-type paner | (Modet A) 

... or oncard stock. Even lets you make your copies on printed office $ rapcome 50 

forms . . . or make translucent masters for whiteprint machines. 99 
Call your local Verifax dealer for a demonstration in your office using your ae 
records. (See Yellow Pages under Duplicating or Photocopying Machines.) Or 


write Eastman Kodak Company, Business Photo Methods Department, Rochester 
4, N. Y. for free booklet describing all Verifax Copier models. 


Prices quoted are manufacturer's suggested prices and are subject to change without notice, 
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In Business 


Banker’s Charitable Daughter Admits 


$2-Million Embezzlement Over the Year 


The oldest bank in Sheldon, Iowa, shut its doors this 
week, all because the banker’s daughter probably had 
too many friends. A $2-million shortage at Sheldon 
National Bank—two-thirds of current deposits—was traced 
to Mrs. Bernice Geiger, 58, an assistant cashier, whose 
father has been president of the bank for 45 years. Mrs. 

Geiger admitted to taking the funds over a long period. 
_ The theft evoked memories of Samaritan William R. 
Rose’s defalcation from his own Ellenville (N.Y.) bank 
(BW—Dec.29’56,p71). Townspeople in the small farm- 
ing community say that Mrs. Geiger did not appear 
to have greatly benefited personally. Her pastor said the 
kindly Mrs. Geiger “has always been a leader in giving 
to any good cause.” But there are rumors that a big 
portion went to one private chemical company in which 
she was a minority stockholder. 

If the $2-million figure still stands after investigation, 
it would be the nation’s biggest bank embezzlement, ac- 
cording to the Federal Deposit Insurance Corp. (De- 
posits—up to $10,000 a depositor—were insured with 
FDIC.) 


Research Company Almost Decapitated 
By Calls of New Administration 


The Nuclear Science & Engineering Corp. at mid- 
week held a special board meeting. The emergency: A 
competitor had grabbed its chairman and a director. 

The raider was Pres.-elect Kennedy who named NSEC 
director Glenn T. Seaborg to be chairman of the Atomic 
Energy Commission (page 113). Earlier, NSEC Chmn. 
Eugene M. Zuckert had been made Secretary of the Air 
Force. 

At the emergency meeting, Seaborg and Zuckert were 
congratulated; the Pres. R. A. Brightsen was named 
chairman pro tempore. 


Newberg Sues Chrysler, Charges 
It Played Upon His Naivete 


It has taken a long time, but this week “the other 
side” of William C. Newberg’s resignation as president 
of Chrysier Corp. was a matter of record in a law suit. 
In essence, Newberg claims that by fraud he was done 
out of his job and into a promise to pay Chrysler $455,000. 

Accordingly, he has filed suit in Wayne County 
(Mich.) circuit court to set aside an agreement of last 
July to pay Chrysler what was calculated to be his profits 
in two companies that supplied parts to Chrysler. His 
partnership in these companies was the reason the direc- 
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tors gave for requesting his resignation. Newberg’s suit 
charges he went along because: 

¢ He had been persuaded that he had acted im- 
properly and that it was in his own best interests that 
he resign even though “it wasn’t clear and unequivocal 
that Newberg had acted improperly” and that L. L. 
Colbert, Chrysler chairman, had long known of New- 
berg’s interests in the supplier companies. 

e It was “suggested”—after the resignation—that 
Newberg was subject to criminal prosecution. 

¢ “Various agents . . . of defendant Chrysler” made 
“representations . . . that a job was immediately await- 
ing plaintiff William C. Newberg as chairman of the 
board of Studebaker-Packard Corp., at a six-figure salary.” 

Newberg, the suit says “was, in the area confronting 
him, peculiarly naive and readily amenable to suggestions 
from those he believed to be his friends.” 
Chrysler says the suit is without foundation and that 

Newberg proposed the payment agreement “on advice 
of his own legal counsel.” 


Picketing in New York Harbor Strike 
Washes Out Westchester Commuter Trains 


Forty thousand Westchester commuters were left 
trainless this week when the strike of railway tugboat 
crewmen in New York Harbor paralyzed New York 
Central RR service in and out of Grand Central Ter- 
minal. ‘Trainmen refused to cross picket lines set up 
by the striking harbor workers. 

Earlier, 30,000 New Jersey commuters had been forced 
to seek other means of transportation, as the strike halted 
railway ferry service across the Hudson River. At least, 
alternative train and bus connections existed for the 
Jerseyites. For the Westchester waifs, there was noth- 
ing to do but drive their own cars. 

As the strike entered its second week, union officials 
were threatening to extend the picketing to other rail- 
roads and to other East Coast cities. Eleven railroads 
and three marine unions were involved in the strike by 
some 660 workers. 


A&P and Dairy Accused of Plot 
To Fix Prices in New England 


The Federal Trade Commission has accused the Great 
Atlantic & Pacific Tea Co., Inc., and a New England 
dairy, H. P. Hood & Sons, Inc., of conspiracy to fix prices 
of dairy products in six northeastern states. 

The 10-count complaint charges the companies con- 
spired to fix wholesale and retail prices of milk and other 
products, took part in price wars, fixed retail prices un- 
related to the price of raw milk, coerced competitors, 
denied Hood’s competitors a shot at A&P’s retail dairy 
business, destroyed home delivery competition, and at- 
tempted to monopolize the dairy products business in 
New England. 

A hearing has been tentatively set for Mar. 27. A&P 
at midweek withheld comment on the charges till it 
had more time to study them. 


BUSINESS WEEK e Jan. 21, 1961 











Lit 


— el we TN OP EF 


‘ 








WASHINGTON OUTLOOK 


rt 





WASHINGTON 
BUREAU 
JAN. 21, 1961 


A BUSINESS WEEK 


SERVICE 


With Kennedy the campaigner, the word was confidence. 
With Kennedy the new President, the word is, more nearly, caution. 


At getaway time, this is how things are with the youngest man ever 
elected to the Presidency: 


Here at home, recession is the problem. Kennedy is beginning to resist 
the advice of economic experts who favor dramatic action, such as a tem- 
porary tax cut (page 29). The men closest to him in recent weeks say he is 
increasingly conscious of the budget, aware it is heading for deficit no matter 
what he does. And he is anxious not to appear careless or hasty. 


Abroad there are three areas of crisis: Laos, Cuba, and Berlin, each 
with threats of war. Over the longer pull there is arms control; on this, 
too, Kennedy is showing signs of a go-slow approach. 


In Washington there is Congress. Kennedy got his way in the Senate 
when liberals lost a fight to change the rules, with the idea of pushing civil 
rights legislation early in the session. In the House, Speaker Sam Rayburn 
is maneuvering to reduce the power of the Rules Committee to block the 
kind of legislation Kennedy favors for schools, housing, minimum wage, and 
the like. This week, House Democrats backed Rayburn, voting to add three 
new members to the committee. The House as a whole still has to approve. 
Kennedy has stayed in the background, saying nothing publicly. 


At retirement time, this is how things are with the oldest man ever to 
serve as President: 

Eisenhower goes to his Gettysburg farm in glowing good health. At 70, 
his step is vigorous, his voice strong, his color good. He handled questions 
at his farewell press conference this week with skill and agility. 


Eisenhower’s final budget (page 108) is a shot at Kennedy, and it won’t 
be the last one. By submitting budgets with small paper surpluses for this 
year and next, he keeps the fiscal-responsibility issue alive for Republicans. 


Eisenhower will be back next June with a political speech to drive the 
point home. He will be the sole speaker at a GOP fund-raising dinner in 
Washington. Leaders of the party in Congress, however, don’t think he’ll 
actively oppose Kennedy legislation. 


Kennedy is operating with a stripped-down White House staff, rejecting 
plans for a formal staff setup. He will depend on a few close associates 
for counsel—men like Theodore Sorensen and Myer Feldman, who were 
on his Senate staff. But Kennedy will make a point of dealing directly with 
department and agency heads. 

The decision stems from Kennedy’s concept of the Presidency and was 
taken on the advice of Prof. Richard E. Neustadt of Columbia University. 
Neustadt is the leading management philosopher of the Administration. 
His advice to Kennedy is to avoid elaborate staff structures, and to exert 
personal leadership to the maximum. 

Will this method break down? Some experts in the Administration are 
predicting it will, that Kennedy will wind up with as big a White House 
organization as Eisenhower had. 


The two men ultimately responsible for money and credit will be meet- 
ing in the White House someday soon—for the first time. 


Pres. Kennedy has never met or talked with Chmn. William McC. 
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Martin of the Federal Reserve Board, the country’s top central banker. Early 
in the campaign Kennedy was critical of Martin’s policies, but he tempered 
his comments in the closing weeks. 


Kennedy has said he will not ask Martin to quit, though for years Martin 
has been a target of Democrats in Congress. If the two click personally, 
chances are Martin may stay out his term as chairman, which runs until 1963. 


A new conflict-of-interest bill for businessmen who enter government 
may result from Defense Secy. Robert S. McNamara’s troubles before the 
Senate Armed Services Committee. Even before he appeared for his con- 
firmation hearing, McNamara sold some $1.5-million worth of stock in Ford 
Motor Co., where he had been president. He put the $1.1-million remaining 
after taxes in a trust fund, with instructions to the trustee not to tell him 
how it was invested. 


This didn’t satisfy Sen. Harry F. Byrd, who argued that a law passed 
in 1873 makes it illegal for an official to profit from his decisions in govern- 
ment, even unknowingly. McNamara offered to instruct the trustee to avoid 
defense stocks or to do anything else to satisfy the committee. 


Some kind of new, permanent legislation may be adopted once the 
Armed Services Committee has had more time to study it. 


Top Democrats want to make it easier for businessmen to enter govern- 
ment. They think a modernized conflict-of-interest law is needed, but they 
won’t push for it until after all the Kennedy appointees are confirmed. 


Union chiefs are furious with Pres. Kennedy over appointments. AFL- 
CIO boss George Meany is in the hot seat, too. Union leaders accepted 
Arthur Goldberg as Labor Secretary with reluctance. They consider him a 
labor lawyer, not a real unionist. Meany placated the leaders by saying 
other plums would come their way—particularly that Joseph D. Keenan 
would get the top manpower post in the Pentagon. Meany thought he had 
Kennedy’s 0O.K. 


Defense Secy. McNamara would not accept Keenan. It was Kennedy 
who gave McNamara this veto authority, and the union heads aren’t for- 
getting it. Businessmen were tapped for two Cabinet jobs and a half-dozen 
other key positions—which does not smooth the ruffled feathers at AFL- 
CIO headquarters. 


Cabinet officers have leeway in picking aides—within limits. 


The system works this way. For each of the top-level jobs, Kennedy’s 
advisers on personnel—Lawrence O’Brien, Kenneth O’Donnell, and brother- 
in-law Sargent Shriver—prepare a list of qualified men. This list goes to the 
responsible Cabinet officer, who makes the individual choice. 


Loyal Democrats get preference, but some Republicans make the list. 
A dozen holdovers from the Eisenhower Administration got their jobs 


through this system. 


McNamara has been the most aggressive talent hunter. Other top offi- 
cials complain he skims the cream by moving fast, personally tracing down 
men on the approved lists. A new McNamara acquisition: Nils A. Lennartson, 
who will go to the Pentagon as Deputy Assistant Secretary for public affairs. 
He moves over from the top public affairs job with Robert B. Anderson, 


Treasury Secretary under Eisenhower. 
Contents copyrighted under the general copyright on the Jan. 21, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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FROM A CONCEPT TO DEMONSTRATED WORLD-WIDE 
CAPABILITIES IN LESS THAN TWO YEARS 


Alpha Corporation in its systems engineering and management role is 
playing a vital part in highly diversified communications, instrumenta- 
tion and control systems for government and industry. 


Pacific Missile Range instrumentatior, communication and data han- 
dling systems serve the nation’s largest missile range, stretching from 
Point Mugu westward, by way of islands and range ships. 


Satellite and deep space probe air transportable tracking and communi- 
cations systems for NASA, JPL and the Signa! Corps have been engi- 
neered to handle a wide range of missions. 


Naval Tactical Data System makes possible rapid transmittal and dis- 
play of radar, fire control and similar types of data simultaneously 
between all elements of a naval task force deployed at sea. 


Short Order system provides positive two-way voice contact needed to 
control all airborne elements of Strategic Air Command through any of 
four widely dispersed HF single siieband station complexes. 


Air Transportable Communication Central allows Marine Corps com- 
mand post to route teletypewriter, voice and telegraph communications 
between landlines and self-contained HF single sideband station with 
complete switching flexibility. 


Project Echo passive satellite communication experiment successfully 
transmitted voice, teletypewriter anc facsimile between Collins at Cedar 
Rapids and Alpha at Dallas in joint company-financed tests of feasibility 
of satellite relay communication. 


Far East Tropospheric Scatter System provides multiple channels for 
voice, teletypewriter and data communication between Formosa and 
Okinawa, a 410-mile over-water link ia the Armed Forces Pacific 
Scatter Network. 


Asiatic Petroleum 500-mile communication system combines Tropo- 
spheric Scatter and Microwave to link Shell Oil’s Venezuelan Head- 
quarters at Caracas with its refinery at Cardon, and its western oil 
operations area. 
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A SUBSIDIARY OF COLLINS RADIO COMPANY 


SYSTEMS DESIGNERS, ENGINEERS, CONSTRUCTORS, WORLD-WIDE 
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AMA Speaks Louder Than Ever 


It is beginning to use television tapes to expand its 


executive training program. Under Pres. Lawrence Appley, its 


membership has tripled in 12 years. 


The voice of management in America 
has just been given a new dimension. 
Early this month, Lawrence A. Appley, 
president of the American Management 
Assn., inaugurated the AMA’s latest 
venture—the use of television in man- 
agement education (cover and right). 

Mildly complaining, “But I always 
‘stand up when I speak,” Appley 
obediently sat down with AMA Vice- 
President David J. Secunda, looked a 
little dubiously into the TV camera’s 
cold eye, and on cue immediately 
warmed up to an argument that he has 
been making for the last 12 years and 
more: 

“Management,” he said, “is an ac- 
tivity in itself unlike any other activity 
and requiring particular qualifications 
and preparation . . . It is a profession, 
an art, and a science . . . We are an 
educational organization . . . Our edu- 
cational program is of management, by 
management, for management . . .” 
¢ Veteran Speaker—Appley gave a dis- 
tinguished performance. He succeeded 
in looking dignified and humble, proud 
and friendly, all at the same time. He 
spoke in a deep voice, soberly and sin- 
cerely. 

Now 56, Appley has long practiced 
the art of public speaking. He once 
taught the subject before entering the 
personnel field with Socony Mobil Oil 
Co. Later in executive posts at Vick 
Chemical Co., Montgomery Ward & 
Co., Inc., and with the government in 
Washington, he learned how to be sur- 
passingly pleasant and persuasive in his 
contacts with top managers. 

That ability is not his only asset. He 
has the qualifications of a promoter and 
an idea man. And he believes in what 
he sells. Total conviction plus elo- 
quence are a convincing combination 
either in the pulpit or on the business 
stage. 
¢« On Videotape—Now, thanks to the 
Videotaping technique, the AMA mes- 
sage can be played back over TV sets 
around the world. Management ex- 
perts will have their thoughts immortal- 
ized, and executives hard at work in 
AMA’s educational program may dis- 
cover that their discussions have been 
preserved for posterity. 

AMA’s conference rooms up under 
the rafters of New York’s Hotel Astor 
have already been bugged with mikes 
and cameras. TV technicians are at 
hand, backed by a $5,000 inventory of 
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spare parts and tubes. And Appley has 
proved that the whole thing really 
works. 
¢ Offices in Hotel—As home viewers 
know from TV’s annual coverage of 
the New Year’s Eve crowd in ‘Times 
Square, the Hotel Astor is right in the 
middle of the Great White Way. 
What most of them don’t know is 
that the Astor is also the home of 
the American Management Assn. 
Probably the only street address on 
Times Square known to executives all 
over the world is 1515 Broadway. 
Three floors of the Astor have been 
completely remodeled for the AMA. 
Where tourists, honeymooners, and 
diplomats once slept, almost 300 em- 
ployees of the association put in much 
the same sort of working day they 
would in any other business office. 
More than 100 other employees run 
a branch operation at the association’s 
90-acre Academy at Saranac Lake, 
N. Y., while every summer another 
AMA organization goes into operation 
on the campus of Colgate University 
in Hamilton, N.Y. 


l. World Reputation 


For 37 years AMA has been grow- 
ing, roughly tripling in size during 
Appley’s 12-year regime. Membership 
now exceeds 30,000. Last year its in- 
come reached nearly $8-million, with a 
satisfying $650,294 “excess over ex- 
penses” (AMA is a non-profit organ- 
ization). 

Even if its name doesn’t loom large 
over Times Square—in fact, it isn’t to 
be seen from the street-—-AMA is now 
so well known that management men 
rarely take the letters to stand for any 
other organization, be it medicine, 
marketing, mothers, or missionaries. 
In some distant places, local business- 
men are pleased to show their familiar- 
ity with the organization by pronounc- 
ing the initials as one word—“Amah.” 
¢ Up and Coming—To its friends and 
members on six continents, the new TV 
toy in AMA’s attic will not seem a 
surprising development. The associa- 
tion experimented with motion pictures 
years ago. It has always used every sort 
of audio-visual aid in its program of 
meetings and conferences. It was quick 
to take advantage of electronic com- 
puters in teaching executives the strat- 
egy of decision-making. 


Other management associations—and 
there are many in the U.S.—will there- 
fore take a second look at Appley’s 
latest move in the business game that 
involves them all, the management edu- 
cation business. So will hundreds of 
university business schools, manage- 
ment consultants, and institutes and 
foundations of one kind or another. 

Already Appley’s AMA has been con- 
ceded “unquestioned leadership in the 
field of management education.” Thou- 
sands of future executives are now learn- 
ing through textbooks that the AMA 
has “done more than any other single 
organized force to broaden and deepen 
the developing science of management 
in this country.” 
¢ Opening New Doors—For years its 
program has been patronized by the 
military and other departments of gov- 
ernment. Its research publications go 
to hundreds of libraries, here and 
abroad; its periodicals lead in their 
fields. 

If any considerable portion of AMA’s 
program can now be packaged—taped 
and canned—and sent out to any com- 
pany that wants it, the association will 
have opened up a brand-new market for 
itself. 


ll. Purpose and Practice 


AMA’s competitors in the executive 
training field are well aware of the 
rapidity with which Appley has already 
expanded the role of the association. 
They may sense, even better than 
AMA’s own members, what Appley 
means when he states that 1960 was 
“definitely” the year in which the 
association “came into its maturity.” 

What’s significantly new about the 
AMA, then, may not be the glittering 
TV hardware on the Astor’s 10th 
floor but some more fundamental 
changes in the nature of the associa- 
tion. 
¢ Blowing a Shiny Horm-—Its new 
image isn’t yet crystal clear, but it’s 
already obvious that the new AMA 
isn’t what it used to be. And if few 
of its own members have given much 
thought to the transformation of 
“their” organization, that’s not so 
surprising. The association has become 
a business too big and too complex 
for anyone to keep up with except on 
a full-time basis. 

It’s not that the AMA has tried to 
hide its light under a bushel. It likes 
to talk about itself. Members have 
been known to complain about the 
deluge of AMA’s descriptive literature 
that regularly lands on their desks. 
Some say they have written formal 
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AT THE VIEWING END of the scene on the cover, AMA 


staffers watch their bosses perform. This taped TV message, 
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part of AMA’s education program for executives, can be shown 
again and again to meetings and seminars, here and abroad. 
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OUTPOURING OF PAMPHLETS, certificates, and posters comes from AMA’s own 
art department. George H. Neumann, assistant art director, adds to one month’s display. 
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PRODUCTION CONTROL BOARD, like those used in factories, to show seminar 
schedules for 18 months ahead. Daniel C. Cady, above, is manufacturing division manager. 
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letters begging that the flow be cut 
off 


But this is the association’s only 
publicity medium, and more than a 
million pieces of direct mail advertis- 
ing, bulletins, and announcements go 
out each month. 

In all AMA’s 37 years, the pitch has 
remained the same: The association is 
a non-profit, educational, membership 
organization that speaks for no 
group, takes no position on any public 
issue, promotes no particular theory of 
management. 

e Exchange for Ideas-AMA merely 
provides “a forum for the exchange of 
operating experience in all areas of 
management.” It holds that “man- 
agerial skills and techniques are best 
taught and advanced by those who are 
most familiar with them—experienced 
r 
managers. 

It is true that AMA’s directors, the 
vice-presidents who head its divisional 
planning councils, and the 250 busi- 
nessmen who compose these councils 
are all “top practitioners,” volunteers 
selected from AMA’s corporate mem- 
bers. These executives are expected to 
determine the direction of the associa- 
tion’s program. 

Appley’s success has admittedly been 
dependent upon the cooperation and 
advice of these top executives who have 
devoted their time to the organization. 
His triumph in maintaining liaison be- 
tween business management and the 
association is something of a testi- 
monial to the kind of human relations 
AMA has fostered in industry. 
¢ Wide Participation—Thousands of 
other executives also devote many days 
each year—vyear after year, and mostly at 
their own expense—to serve as the 
AMA’s professional faculty of experts. 
They personally present much of the 
management training offered by AMA. 
They address meetings, lead seminars, 
participate in panels, just as AMA’s lit- 
erature advertises. 

No other management or academic 
organization has on such a scale suc- 
ceeded in putting together this kind 
of program or in selling it to business. 
Last year, 63,329 executives attended 
its meetings, and even the members of 
AMA paid substantial fees for the 
privilege. Besides making the program 
available in its three permanent facili- 
ties (the Astor, the Academy, and Col- 
gate), the AMA also offered portions of 
it in Chicago, Los Angeles, Honolulu, 
and five other business centers in the 


U.S. and Canada. 


Ill. Quietly Changing 


This traditional picture of AMA ac- 
tivities, however, neglects the changes 
that have been occurring. For example: 

e AMA’s internal organization has 
been completely revamped, its upper 
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levels largely restaffed. More than ever 
before, professional administrators are 
managing the organization. 

e The meeting program mix has al- 
tered. More control rests in the hands 
of AMA’s professional staff. What's 
more, the program now provides more 
of everything for everyone, whether it’s 
strictly within management or in some 
other business-related area. 

¢ Research, publications, interna- 
tional operations have also become 
major areas of association activity, 
each headed by its own full-time vice- 
president. 

¢ Behind all this, the membership 
base has broadened to include much 
more than the big, brand-name manu- 
facturers. Organizations and individuals 
of every conceivable description, in and 
outside of business, are now on the roll. 
¢ Broader Range—These changes have 
both helped AMA to become an institu- 
tion and have themselves come about 
through the recognition the association 
has won. It is no longer a small coop- 
erative among a few corporate members. 
It is no longer simplv a self-service, 
do-it-ourselves agency for the adver- 
tisement of more progressive industrial 
management. 

Instead, Appley’s professional staff 
has developed its own identity. They 
and their work, still aimed especially 
at serving AMA’s members but also 
serving others, are what AMA has come 
to mean. 

A quick look at the new AMA shows 
that every aspect of the institution 
continues to exhibit new features and 
new problems. Closed-circuit ‘'V and 
Videotape are only this month’s de- 
velopments. Before the vear is over, 
there will be many more: a new put- 
chasing division, a professional organi- 
zation for presidents, a European cen- 
ter for management (similar to the one 
newly opened in Sao Paulo, as AMA’s 
first international venture), a_ high- 
priced course in public speaking, a new 
service in the field of executive com- 
pensation, and scores of new seminars. 

AMA is continuing to move into 
fields of activity of specialized business 
interest. Three of its liveliest divisions 
—Marketing, Finance, and Manufac- 
turing—are competing closely with Per- 
sonnel. For years, this was the divi- 
sion that best exhibited AMA’s long 
interest in the management of peo- 
ple and in human relations. 
¢ Membership—The extension and 
elaboration of AMA services partly re- 
flects a growing heterogencity of mem- 
bership that now includes restaurants, 
retail stores, hospitals, schools, churches, 
and most significantly, other manage- 
ment associations, both foreign and do- 
mestic. 

Harrah’s Club in Reno, Nev., the 
Baptist Sunday School Board in Nash- 
ville, Tenn., the Girl Scouts of the 
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U.S.A., the French embassy in Wash- 
ington, D. C., and Harvey’s Hardware 
Store of Falmouth, Mass.—all are mem- 
bers of the AMA today. 

And they all receive AMA literature 
—not only their share of tons of AMA 
publicity but also, last year, more-than 
200,000 reports and research studies. 
On top of this, AMA is now deep in the 
book publishing business. In the last 
five vears, it has published three times 
as many books as it did in all of the 
previous vears. 

They also ask questions. Some 
2,000 a month are now answered 
by AMA’s Management Information 
Service. Through a newly established 
afhliate, the American Management 
Research Foundation, AMA is distrib- 
uting thousands of dollars among schol- 
ars who are seeking better answers to 
management’s larger problems. 

Still other questions are asked by 
more than 1,000 foreign visitors who 
come to AMA headquarters each vear, 
many of them as though on a pilgrim- 
age. lo satisfy their interest in AMA 
and in U.S. management, some 50 of 
the association’s books and reports have 
been translated into a half-dozen dif- 
ferent languages during the past three 
vears. 
¢ Philosophy—AMA has always oper- 
ated on the principle that it had noth- 
ing of its own to tell anyone. It has 
been the vehicle, the catalyst, the 
“meeting place” where practicing man- 
agers could come together and pass on 
their art or science to each other. 

However, it is increasingly difficult 
for AMA to hold to this position. As 
it has become the dominant force in 
American management teaching, its 
own people have had to follow some 
sort of “line” merely to be consistent 
in their work. Inevitably, as the 
philosophy of human relations has per- 
meated industry in the last 10 years or 
so, AMA’s policy has reflected much of 
this. 

As it has grown, too, AMA’s own 

organization has had to adopt more 
and more of the techniques of modern 
management—it has become more con- 
solidated, with tighter controls and svs- 
tematic procedures. 
e Whither Next?—The controversy 
bubbles on. More and more groups of 
consultants and managers look to AMA 
for a detailed presentation of what it 
accepts as a sound and consistent state- 
ment of good management theory and 
practice. 

Appley over the years has avoided 
committing AMA on this growing de- 
bate. But—as the argument goes on and 
as AMA extends its influence in the 
U.S. and abroad—he may not be able to 
stav above the battle. The next land- 
mark for AMA may be its commitment 
to what it feels is the most workable 
theory of management. END 
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New Power Source Goes to Work _ 


@® Westinghouse claims first industrial sale of a ther- 


moelectric device that converts heat directly to electricity. 


@® Company has delivered a 100-watt generator to 
gas company, shows new line at scientific meeting in Dallas. 


@® Navy sees use of devices as silent power sources 


for submarines, but feels price is a big problem. 


Thermoelectric devices—one of a 
number of ways of converting the 
energy of heat directly to the energy 
of electricity—are just about to move 
out of the laboratory to practical indus- 
trial use. Last week, at a joint technical 
society and Defense Dept. symposium 
in Dallas on thermoelectric energy con- 
version, Westinghouse Electric Corp. 
showed a line of working 5-watt, 10- 
watt, 50-watt, and 100-watt thermoelec- 
tric generators. The transition—from 
faboratory to production—took two 
years. 

Westinghouse announced it has al- 
ready delivered a 100-watt thermoelec- 
tric generator to the Northern Illinois 
Gas Co. for use as a power source for 
cathodic protection of pipelines and for 
charging batteries of a microwave relay 
communications system. In doing this, 
Westinghouse claims, it has made the 
first industrial application of the ther- 
moelectric generator principle. 
¢ Cross-Fertilizing—Last week’s Dallas 
meeting of about 600 top physicists, 
engineers, research directors, and cor- 
porate representatives was specifically 
called to “‘cross-fertilize theory, applied 
science, and engineering” in the field of 
thermoelectric energy conversion. Spon- 
soring the gathering were the Dept. of 
Defense, the American Institute of 
Electrical Engineers, the American Nu- 
clear Society, the American Rocket So- 
ciety, the Electrochemical Society, the 
Institute of Radio Engineers, the Metal- 
lurgical Society of the American Insti- 
tute of Mechanical Engineers, and the 
American Society of Heating, Refriger- 
ating, and Air-Conditioning Engineers. 

Paul H. Egli, Navy coordinator of 
energy conversion and chairman of 
arrangements, pointed out that only 
two years ago the Navy sponsored a 
similar meeting “to review the state of 
the art” before starting a substantial 
research program. 
¢ How It Works—Thermoelectric con- 
version, in simplest terms, depends on 
a metal rod that is heated at one end 
and cooled at the other. Electrons mov- 
ing from the hot end to the cool end 
create electricity. It is one of four direct 
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energy conversion methods that West- 
inghouse and other companies have 
been investigating (BW-—Apr.9’60, 
p.155). 

The thermoelectric devices that lab- 
oratories have come up with can oper- 
ate on anv one of a number of different 
fuels. ‘The Westinghouse model for 
Northern Illinois Gas, for example, will 
operate on either propane or natural 
gas. In space or submarine applications, 
other thermoelectric generators can use 
solar or nuclear heat sources. 

While the Westinghouse thermoelec- 
tric devices now available are power gen- 
erator units, the company also showed 
sample applications of thermoelectric 
devices that reverse the process and may 
be used to cool. Instead of being used 
to generate power, the thermoelectric 
solid-state material has power intro- 
duced into it; it then throws off heat 
and becomes a refrigerant. Thermoelec- 
tric coolers currently are available for 
spot cooling of such things as vacuum 
tubes, transistors, and radio crystals. 
¢ Preview—Dr. W. B. Green, section 
manager of thermoelectric and special 
product engineering of Westinghouse’s 
Semiconductors Dept., says it is entirely 
possible that in five years thermoelectric 
devices can be used: 

e In consumer items, such as a 
spotcold plate or a refrigerated drawer 
in the kitchen (a place to keep frozen 
meats near the stove). 

¢ In completely gas-operated fur- 
naces (where heat from the burner can 
be used to create electric power to run 
the fan). 

e In cathodic protection devices. 

e As space power supply sources. 

¢ For portable power supplies 
(both military and civilian uses). 

e For spot application of tempera- 
ture control. 

¢ To produce a relatively low-cost 
power supply—for example, on a light 
buoy where existing power sources cost 
up to $8 per kwh. Engineers hope 
thermoelectric devices can cut this to 
$1 to $1.50 per kwh. 

Recently, Green says, the efficiency 
rate of the thermoelectric converter has 


increased from 6% to 9% because of 
the availability of new materials. 

¢ Silent Subs—The Navy’s current big 
interest in thermoelectric converters is 
as silent power sources and refrigerants. 
A nuclear power plant depends on con- 
version of heat to steam to power. This 
requires moving parts which are noisy. 
If the Navy can get direct heat-to-elec- 
tricity conversion, it will have an almost 
silent submarine. Egli says the Navy is 
more than willing to sacrifice some per- 
formance in order to have silence. 

The thermoelectric device—by insert- 
iug power—can also provide silent air 
conditioning for submarines. Dr. James 
R. tAnderson of Radio Corp. of America 
says his company is testing a thermo- 
electric device for this purpose and that 
“the final conclusion is that practical 
large-size compact thermoelectric air 
conditioners can now be built.” 
¢ Progress—Surveying research  prog- 
ress in the field, Egli said “We are right 
on schedule on our research. We have 
arrived in two years to the point where 
useful devices are possible for special 
purposes.” In the world, Egli thinks 
U.S. science is now ahead of the pack: 
“In three years we have caught up and 
surpassed 15 years of Russian research 
in fuel conversion.” 

Egli does not think the thermoelec- 
tric unit, or other fuel converters, will 
supplant conventional power sources in 
the immediate future. 

“The prospect of thermoelectricity 
replacing power stations is remote,” he 
says. “The prospect of its replacing 
naval power plants and competing with 
nuclear power is good—not certain, but 
good.” 
¢ Problems—One of the problems, he 
notes, is price, and “industry is going 
to have to sharpen its pencil to reduce 
the cost.” The possibility for this is in 
reducing the amount of material used 
in the cell. For naval application, he 
thinks the amount ‘of material would 
have to be cut to 75 of what is now 
needed, and for civilian use, to 1/100. 
In other words, if it takes 100 lb. of 
semiconductor material now for the de- 
vice to be militarily feasible, the weight 
will have to come down to 10 lb.—and 
for civilian use, to 1 Ib. 

Otherwise, prospects for thermoelec- 
tric and other heat converters seem ex- 
cellent. Though mechanical devices 
such as refrigerators have achieved great 
reliability today, when trouble does 
come it is in series. If a bearing fails 
the whole thing fails, Egli says. But 
“thermoelectric generators or coolers 
have a redundancy; if one thermocouple 
fails, the whole unit doesn’t fail.’”” END 
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optimum point for you / Westinghouse can help you find it 


Your ultimate goals in automation may be anywhere on the spectrum from sequencing of operations to data 
ying to full “on-line” computer control. Wherever the optimum point for your requirements, it must be 
ached on a financially sound and practical basis. 

Westinghouse will help you plan your progressive stages of automation on a step-by-step basis, so that you 
hieve your goals. The coordinated system engineering and compatible equipment necessary to attain each level 
automatic production is thus available from a single source, single responsibility. You can automate as far 
i as fast as your needs and finances dictate—and achieve improved product quality and higher productivity, 
ht leads to higher profit margins. 

let us know your objectives by calling your local Westinghouse representative. You can be sure... if it’s 


stinghouse. Progressive Automation J-96160 
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In Research 


Industrial R&D Spending in 1959 


Gained 15% Over Previous Year 


Industry spent a total of $9.4- billion for research and 
dev elopment in 1959, a 15% increase over its outlays 
for R&D in 1958. This includes both its own funds 
and money received from the government. Preliminary 
results of a National Science Foundation survey released 
this week also indicate that total industrial R&D spend- 
ing in 1960 must have topped $10-billion. 

A rapid expansion of R&D activity in the aircraft 


‘and parts industry accounted for a major part of 1959s 


15% gain in research spending. ‘This industry spent 
almost $3-billion for R&D in 1959, compared with $2.5- 
billion in 1958. The rubber industry, as a result of new 
federal research and development contracts, increased 
its spending 25%. Other industries registering big gains 
in R&D spending in 1959 were chemical and allied prod- 
ucts (19%), paper and allied products (18%), and ma- 
chinery (17%). 

Government-financed research and development per- 
formed in the laboratories of private companies increased 

7% in 1959—from $4.6-billion to $5.4-billion. This 
means that in 1959 the federal government was under- 
writing 57% of all research and development done in 
industrial labs. About three-fourths of the government 
money went to two industries in 1959—aircraft and parts 
received $2.5-billion and electrical equipment and com- 
munications got $1.6-billion. 

There was also a sizable jump in company-financed 
research and development activities in 1959-12% for 
all industries, to a total of $4-billion. Electrical equip- 
ment and communications topped other industries in 
1959 by putting $677-million of its own money into 
R&D. Close behind were chemicals and allied products 
and motor vehicles and other transportation. 

In contrast to the aircraft and parts industry, which 
got more than two-thirds of its research money from the 
government in 1959, the drug and medicine industry 
financed 98% of its research and development. 


Russians Still Have Problems to Solve 
Before They Can Put a Man Into Orbit 


Amid a cross fire of Washington rumors concerning 
the Soviet space firing last week, word from behind the 
Iron Curtain indicates that the Soviets will not try to 
put a man into space until more experimental flights 
have been made. 

Reporting on the basis of interview with leading Soviet 
space scientists, Pravda claims that the Russians already 
have a capsule that could carry a man safely out of the 
earth’s atmosphere and back again. Their larger military 
rockets (with a thrust of close to 1-million lb.) would 
have plenty of margin to spare to handle the lofting 
chore. 
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The Russians apparently intend—at the moment—to 
skip the sub-orbital manned space flight stage and con- 


centrate on the problems of orbital flight. The Rus- 
sians still don’t know whether a human space pilot will 
be able to bear the transition from weightlessness to 
acceleration on returning from orbit as well as most 
scientists think he will be able to make the transition 
from acceleration to weightlessness when his capsule is 
fired into orbit. 

Soviet scientists also anticipate that there will be psy- 
chological problems associated with exposure of a man 
to a condition of weightlessness for an extended period 
of time. They say they’re working on artificial stimulants 
to compensate for this. 

On the basis of tests run on animals fired out of the 
earth’s atmosphere, the Russians do not expect any ex- 
cess exposure to cosmic radiation in space. A bigger 
problem is what to do about the noise level in a manned 


space capsule. 
e & @ 


First of 12 Electric Desalting Plants 


Delivered for Use at Missile Base 


An 86,000-gal.-per-day desalting plait has been de- 
livered to the Ellsworth Air Force Base in South 
Dakota by Ionics, Inc., of Cambridge, Mass. It’s the 
largest of 12 electrically powered desalting plants which 
will supply process and cooling water to Titan and Atlas 
missile bases at isolated spots in the Midwest and moun- 
tain states. 

All the first plants use the electrodialysis (or electric 
membrane) process which uses small amounts of elec- 
tricity to remove salts and minerals from brackish water. 
This process is only one of a number that are being 
tested by the Interior Dept.’s Office of Saline Water. 

The first plant is expected to reduce the mineral con- 
tent of well water from a maximum of 2,100 parts per 
million (ppm) to less than 100 ppm of dissolved solids. 
Plants scheduled for later delivery at other missile sites 
are expected to be able to cope with water mineralized 


up to nearly 6,000 ppm. 


AEC Will Test Containers Used 


In Sea Disposal of Radioactive Wastes 


In its most elaborate testing program to date, the 
Atomic Energy Commission this week began a rigid 
examination of the reliability of containers used to con- 
fine low-level radioactive wastes disposed of at sea. 

Some 150 different types of containers (of varying sizes 
and shapes) will be immersed to depths of 1,000 fathoms 
(6,000 ft.), and will be photographed both before and 
during immersion. ‘The tests will be conducted off Port 
Hueneme, Calif., an area designated by AEC as a radio- 
active waste disposal site. 

In a parallel phase of the sea tests ou disposal con- 
tainers, AEC has commissioned the Southwest Research 
Institute of San Antonio, Tex., to perform strict lab 
tests on all containers to determine the effect of high 
pressure and impact on different waste packaging 
methods. 
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Bets Are on Second Half of '61 


“Trying to forecast corporate profits 
for 1961 is like trying to handicap a 
horse when he’s never run under pre- 
vailing track conditions before—after 
you have just watched your last pick, 
the favorite, come in last.” That’s how 
a leading-bank economist describes the 
job of estimating this year’s profits. 

Most corporate executives take much 
the same view. Few are willing to go 
out on a limb about the prospects for 
profits, even for their own companies. 
This time a year ago, they had high ex- 
pectations, which did not materialize, 
so now they are cagey about making 
firm predictions—even more so with a 
recession in progress. 
¢ Estimates—In 1960, corporate profits 
amounted to an estimated $44.5-billion 
before taxes. The peak came in the first 
quarter, when profits hit an annual 
rate of $48.8-billion. They dropped to 
$45.7-billion in the second quarter and 
to $41.5 in the third. Although the 
Treasury estimates fourth quarter 1960 
profits at about the same level, many 
economists feel that final figures will 
show that profits may have dropped to 
a level of around $40-billion. 

It is likely that 1961 profits will be 
in the neighborhood of the 1960 total. 
But the pattern will be reversed. The 
chances are that the first and second 
quarters will show a continued decline, 
followed by a second-half upturn. 

Economists at the Treasury Dept. 
are estimating this year’s corporate earn- 
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ings before taxes are around $46-billion. 
Most private economists think that this 
is somewhat optimistic. 

The Treasury, however, was fairly 
conservative in estimating 1960 profits. 
Its prognosticators are now expecting 
a slowdown in the decline in profits 
during the first half, followed by a 
pretty vigorous recovery. And if, in fact, 
corporate profits do hit $46-billion be- 
fore taxes this year, it will be second 
only to 1959, when profits reached a 
peak of $47-billion. 

Treasury officials are making three 
major assumptions: 

e That corporate cost-cutting meas- 
ures will stop, and possibly reverse, the 
squeeze on profit margins that showed 
up so strongly last year. 

e That the economy is bound to 
pick up, starting in the second half. 

¢ That the recovery will not trig- 
ger a runaway boom, but will mean 
generally rising sales, which will result in 
rising profits. 
¢ Less Hopeful—Most business econo- 
mists make the same assumptions. 
But they are more gloomy about the 
immediate outlook. Some put the first- 
half’s annual rate of corporate profits 
at $35-billion to $38-billion. This 
would mean that profits would have to 
rise to record levels in the second half 
to bring them to the $46-billion mark. 
Few private economists are talking in 
terms of so sharp a rebound. 

The all-time high in profits came in 


1959's second quarter, when the annual 
tate rose to $51.7-billion. This was 
before the steel strike, when industry 
vas piling up inventory and economic 
activity was extremely strong. 

¢ By Industry—While it is difficult to 
get a clear fix on total business earn- 
ings, a industry-by-industry approach 
suggests that profits may be better than 
the rather fuzzy predictions being made. 
Many companies have been cutting back 
on their costs, so that if business turns 
up they will benefit from any rise in 
profit margins. 

Moreover, the drop in profits—and 
profit margins—was not felt by all cor- 
porations in 1960. And many are look- 
ing for much better results in 1961. A 
wide variety of industrial corporations— 
U.S. Borax & Chemical Corp., North 
American Aviation, Inc., Rockwell Mfg. 
Co., Rexall Drug & Chemical Co.—are 
estimating higher earnings than in 1960. 
Even in the depressed steel industry, 
many executives share the view of Pres. 
A. S. Glossbrenner of Youngstown 
Sheet & Tube Co., who says, “We be- 
lieve the worst is over.” 
¢ Steel—The steel industry, which was 
hard hit last year, is one that will benefit 
from any upturn in business. 

if buying comes in, the steel com- 
panies look to be in good shape. They 
have cut down on their labor costs and 
other expenses and can fulfill orders 
without a big increase in costs. Thus, 
even a relatively small increase in de- 
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parts 


South Carolina’s factories and plants 
produced over $23,000,000 worth of 
electronic equipment for everything 
from radar screens to rockets in 
1959. Why such high productivity ? 
Because South Carolina has the 
three essentials that create a superb 
business climate: a wealth of water 
and raw materials...a young, in- 
telligent, hard-working labor force 
...and an industry-favoring gov- 
ernment vitally interested in help- 
ing business grow in South Carolina. 
Whatever you make, let us prove you 
can makeit forlessin South Carolina! 





South Carolinians play golf the year 
around on well-kept greens within 
minutes of their cities... or on fab- 
ulous resort courses overlooking the 
sea. From deer hunting in her Blue 
Ridge mountains to polo matches in 
her Sand Hills...South Carolina 
offers an amazing variety of sports. 
Add to this a naturally mild cli- 
mate with an average of 295 days 
of sun—and you see why she’s 
called a sportman’s paradise! What- 
ever your favorite recreation, let 
us prove you can enjoy it more in 


SOUTH CAROLINA 


for information contact: Walter W. Harper, Director, Box B-9,South Carolina State Development Board, Columbia, S. C. 
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mand could mean much better profits. 
But a substantial improvement de- 
pends on vastly increased demand. The 
waning of demand has meant that 
profit margins have shown no change— 
and in some cases worsened—despite 
economizing. Unless prices firm—and 
eventually rise—companies will find it 
difficult to show any real improvement. 
And unless companies have costs under 
control, an increase in sales volume 
won’t help too much. 
¢ Oil—Cutting costs has made a sub- 
stantial difference to some industries. 
Oil, for instance, was forced to readjust 
even during the 1958-59 boom. By 
1960, most companies were in a posi- 
tion to show fairly handsome profit 
increases on not too much improve- 
ment in volume. This was because they 
cut down on their costs and increased 
their profit margin considerably. 
Most oilmen expect their cost-cut- 
ting measures will continue to pay off 
in 1960. Best gains will be shown by 
integrated domestic producers whose 
sales may climb. International com- 
panies probably will not do quite so 
well because of weakness in world oil 
prices. Domestic crude producers may 
still be hampered by the low number 
of producing days. 
¢ Construction—Some industries con- 
sider it difficult to control costs and 
will suffer unless there is a surprisingly 
sharp upturn. This is true, for instance, 
in the building materials field, where 
most companies say they are dependent 
on higher sales volume and are not 
hopeful of getting it. Says one con- 
struction man: “Increased volume, un- 
less it’s really substantial, will be eaten 
up by increased costs.”” The industry’s 
big hope is that the Kennedy Adminis- 
tration will step up spending in the 
housing and public works fields. 
e Auto—It’s hard to figure the auto 
industry. Last year was a good one for 
sales volume. But profit margins were 
squeezed by the big sales of compact 
cars, which were less profitable per 
unit than the regular models. This year 
may not be so good in total sales, but 
some officials think that they will be 
able to increase the profits on compacts 
and thus reverse the current squeeze. 
¢ Chemicals—The chemical industry is 
also uncertain about its profit prospects. 
Many companies expect an increase in 
sales of about 5%—but they think that 
costs may rise, too. Some firms, though, 
think that they have costs under con- 
trol and will be able to benefit from 
increased business. 
¢ Appliances—Appliance makers have 


worked hard to cut costs, and if de® 


mand picks up and prices firm, they 
mav be able to make better showings. 


Pres. Mark Cresap, of Westinghouse’ 
Electric Corp., explains: “A decline in] 


prices for appliances coupled with an 
increase in labor and material costs has 


BUSINESS WEEK e Jan. 21, 1961 




















fn 


TS al (Ar 









fits. 

























































































































































de- —e & 
be AV ANTIC CITY ELECTRIC COMPANY - 
ge— STATI MENT OF your ACCOUNT 
pite DUE AND PAYABLE WHEN RENDERED 
and i 
d it » BUSINESS OFFICE | [| -PAST DUE AFTER | 
_ ATLANTIC CITY [NOV 25% Bt 
1a0er caves 
ume TO ASSURE | AMOUNT BILLED 
PROPER CREDIT El, 12.4#9 
sub- RETURN THIS STUB 
ries. WITH YOUR 
just PAYMENT 
By ae 
0SI- — 
rofit 15S618S0002 12,%93 
‘Ove- = 
they ACCOUNT NUMBER TOTAL DUE 
ased 
| 
-cut- | | 
: off pss : 
: by Farrington Optical Scanners on the Job 
hose 
nn Tr 
om | UTILITY COMPANY CUTS COSTS WITH MACHINE THAT READS DATA 
| oil ’ 
may | FROM CUSTOMERS BILL STUBS | 
nber When you send in your electric bill with payment, By eliminating time-consuming and laborious manual 
pent © a machine may be waiting to read it and to translate punching, the Farrington Scanner makes possible such high- lf 
and LJ what it says into computer language. Atlantic City speed, high-accuracy cas accounting systems. You'll find it : 
noly ‘~~ Electric Company already uses a Farrington Optical also being used for Insurance Premium Cash Accounting : 
oss Scanner for this purpose. and for Subscription: Promotion Entry. | | 
here Here’s how it works: bill stubs are run through the The versatility of Optica! Scanning permits almost un- i | 
dent Scanner (also known as the EYE) at the rate of 240 a minute. limited applications. You can build an entirely new system } 
not The Scanner reads each account number and the amount around it. Or, if your present system uses three or more 
con- | paid. It instantly converts this “people language” into operators who read and punch, chances are that you can 
un- “machine language” (computer tape, punched cards or mag- profitably use an Optical Scanner right now. Only Farrington 
aten netic tape). has the experience to go with it. 
try’s 
inis- 
the 
For further information, write Farrington Electronics Inc., Needham Heights 94, Massachuset's FARRINGTONe 
auto 
> for 
were 
pact FIRST NAME IN OPTICAL SCANNING 
per 
vear 
but a a —— ‘ oe Ree 
l be i ; ‘ i : 4 in wy 
a ATLANTIC CITY ELECTRIC COMPANY NY Xr | Y WY NY NY NY NY NY NY WY NY 
2e70. STATEMENT OF YOUR ACCOUNT oe | 
ry is DUE AND PAYABLE WHEN RENDERED ) | | 
ects. a — a a | 
~ i” [Business OFrict ag | 4 PAST DUE AFTER i FER fer | | jer | hee ~ | yer | yee FER | PER | FER ree | Fer | he : bee i ER | ye i ier | 
a eTRTLANTIC CITY [Rov uk a Ge eg Lic eq rede 6g 69 eg ed) eq 8gyeg) eq jfeq fe jled ‘eq 
ugh, SOSA: 
con- 
; ] @ e0ee0e¢ ¢€ sind tains ee6 oes @ @¢66¢ © © B66 se? 888 @® s¢66 - ae ¢s3? = = 
rom = ee es o rs ac °. . 
eC eedadoecncoenseceuin LAL SASLI SIAL AL LSE OD SSSSStceoeeseveesecsesse 
have pape FS g-agegl conecceen need IEC Ece cod PURE re FR Se GR Pees 






















; dem esese @ « * es @ eeeee © ae eesee eee @ ° ® 
e © e@ © tw> be8 eeceee e¢ #2 © GH ene eee ¢ @ e088 e680 
they 222 a eeene ee eee ee8e8 © 


13155€18650002 12,49 : | ee 3 9 ja is 


' / i ' 
4 eer Gao 2 Peck bl bad ESS SSS ay 
i : ; ; 
| | i i i i ' i 
i : ; i i i 
' : 


‘ 


INgS. | 
ouse 
e in 
1 an 
, has 

































es Sees 
2's is is }9 


; 











ee rt. 
TOTAL DUE 








ACCOUNT NUMBER 





1961. 


EVV 2S INS MIN! 


ATURE 





\-CLEAN INCUBATORS FOR M/I* BALL BEARINGS 


N/D'S NEW WHITE ROOM PROVIDES ULTRA-CLEAN 
ENVIRONMENT FOR M/I BALL BEARING ASSEMBLY 


N/D announces a new White Room at Sandusky, Ohio incorporating the latest 
technological advances available today. This new White Room provides a virtually 
dust-free atmosphere so necessary in the production of Miniature and Instrument 
Ball Bearings of high reliability for aerospace applications. 





poms 


reormed 


era 
Nequise 


Environmental controls within the room hold temperature to plus or minus 1° 
. with maximum relative humidity only 40%. Final air filtration into room removes 
particles larger than 3/10 micron. A complete air change is made every three 
minutes. The authorized personnel who enter this room wear special lint-free 
garments and pass through two deduster chambers for thorough air showers. 


You can benefit from New Departure’s 25 years of experience in instrument ball 
bearing engineering and production by including the nearby N/D Sales Engineer 
in your early design discussions. Or write for N/D Miniature and , 7 
Instrument Ball Bearing Catalog, Department L.S., New Departure, NR 
Division of gua: Motors Corporation, Bristol, Connecticut. 

*Miniat nent Ball Bearings. 


NEw DEPARTURE 


MINIATURE AND INSTRUMENT BALL BEARINGS 
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greatly intensified pressure on earnings. 
This adverse effect was evident in the 
fourth quarter of 1960 and will extend 
into 1961 although improvement is 
anticipated in the second half.” 

¢ Defense—Sales volume seems bound 
tO increase for companies in the defense 
field, but whether it will mean increased 
profits is not at all sure. Many eiec- 
tronics companies have seen profit mar- 
gins drop because increased competi- 
tion has brought pressure on prices. 

Although more money should be 
going into companies in the space field, 
this does not necessarily guarantee 
profits. Many companies are finding it 
expensive to make new products. As 
Donald W. Douglas, Jr., of Douglas Air- 
craft Co., Inc., puts it, “Transitional 
problems may well become increasingly 
acut. ‘n 1961 even though the long- 
term future appears most promising.” 
¢ Profit Squeeze—According to New 
York’s First National City Bank, cor- 
porate profits declined from a level of 
15¢ out of every dollar of total corporate 
income in the early postwar years to an 
average of only 10¢ recently. The bank 
reports that deterioration resumed again 
in 1960, after a brief reversal in the 
early stages of the recovery in 1959. 

To combat the profit squeeze, com- 
panies have been emploving traditional 
cost-cutting methods—payroll reduc- 
tions, slashes in selling costs, a general 
trimming of all frills, closer controls on 
inventory, etc. But because the last re- 
covery was relatively short-lived, there is 
not too much fat to cut today. The 
long-term answer is automation and 
more efficient productive capacity, but 
this takes time. As a result, a leading 
New York bank economist says that 
“any real profits improvement will have 
to come from increased volume.” 
¢ Buyers Return—Business is hoping 
for increased volume—from government, 
consumers, and other businesses. The 
new University of Michigan survey of 
consumer confidence shows that dis- 
couragement has prettv much _ halted 
(BW —Jan.14’61,p22). A Securities & 
Exchange Commission economist says: 
“There are signs of a rebound in conf- 
dence and buying should show up in the 
spring.” 

Profits may get a boost when inven- 
tory accumulation resumes. One corpo- 
rate treasurer says: “By the end of the 
first half, the rate of decumulation will 
have to slow or actual accumulation 
start again. Either way we'll get more 
volume and a chance for more profits.” 

However, it is doubtful that business 
will take off on a buying spree. Com- 
panies have learned to operate on lower 
inventory-sales ratios. Existing capacity 
and overcapacity in most industries 
make it no longer necessary to stock up 
for fear of shortages, and one method 
of controlling costs is keeping inven- 
tories ata minimum. END 
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Sealed truck body being lifted 
from trailer to ship. 


Now truck your goods to 
and from Puerto Rico 


New “trailerships” carry entire truck 
bodies between Puerto Rico and 
several Atlantic seaboard ports. You 
seal a truckload anywhere in Puerto 
Rico and then deliver it, still sealed, 
anywhere on the U. S. mainland. 

Here’s how the system works. You 
seal your truck at your plant in 
Puerto Rico and drive it to the load- 
ing dock. Our photograph shows you 
what happens next. Special cranes 
on the “trailership” lift the entire 
body of the truck off the trailer and 
onto the ship. 

At the mainland port, the cranes 
lift the truck body off the ship and 
set it directly onto a waiting trailer. 

This “‘lift-on, lift-off” operation 
eliminates pilferage, cuts breakage, 
saves time. Three shipping lines pro- 
vide “trailership” service. Thirty- 
four other lines serve Puerto Rico 
with conventional ships. 

The “trailerships” make weekly 
round trips. They sail from Puerto 
Rican ports of San Juan, Ponce, and 
Mayagiiez to New York, Port New- 
ark, Philadelphia, Baltimore, and 
Jacksonville. 

And daily jets whisk you to San 
Juan in 3% hours from New York, 
2% from Miami. 




















(Advertisement) 


Property and investments in Puerto Rico 
are protected under two constitutions 


U.S. manufacturers invest $1,000,000 a day in 


Puerto Rico. They know their property is as safe 


as it would be in any part of the United States. 


1. Puerto Rico associated with U.S. 
Puerto Rico is a self-governing Com- 
monwealth within the American Union. 
Property is safeguarded under the Con- 
stitutions of both the United States and 
Puerto Rico. The U.S. dollar is currency. 
No passports are needed. Money, people, 
and goods move to and from the U.S. 
without red tape or tariffs. U.S. manu- 
facturers run their plants under com- 
mercial laws and practices that are 
familiar to them. 


2. No “runaway” plants wanted. Only 
genuinely new or expanding operations 
qualify for Puerto Rico’s ten-year tax 
holiday. Puerto Rico does not grant tax 
exemption to plants that run away from 
the United States. 


3. Two new U.S. plants a week. Over 
600 U.S. factories have opened in Puerto 
Rico during the last decade. Sixty-two 
U.S. firms have expanded their Puerto 
Rico operations to two or more plants— 
and one company already has eight 
manufacturing subsidiaries in Puerto 
Rico. The pace gets livelier each year. 
In fiscal 1960, eighty-eight new U.S. 
plants began operations on the island. 
And U.S. manufacturers are now sign- 
ing up at a rate greater than two a week. 


4. Imports and exports multiply. 
Puerto Rico’s total income has doubled 
since the last war. Her private savings 
have almost trebled. Exports are five 
times greater. So are imports. Man for 
man, this island is the best overseas 
customer for U.S. goods. She bought 
$760,000,000 worth of U.S. products 
during fiscal 1960—a whopping 13 per 
cent increase over the previous year. 


5. New pattern for big industry. A 
pattern of integrated industry is begin- 
ning to emerge in Puerto Rico. The 
island’s largest oil refinery is now pro- 
viding raw materials for Union Carbide 
Caribe, a new $39,800,000 petrochem- 


ical plant near Ponce. This plant is now 
expanding to nearly double its present 

e. 

Another U.S. complex, centered 
around a $5,800,000 flour and feed mill, 
includes three tuna packing plants 
valued at about $6,000,000, a 
$2,500,000 meat packing plant, and a 
$15,000,000 fertilizer industry. 


6. Skilled workers available. Puerto 
Rico’s labor force of 625,000 includes 
many thousands of skilled workers. 
Twelve excellent vocational schools 
have a total enrollment of 17,000. 


7. Precision work, high output. A 
U.S. electronics manufacturer says that 
his Puerto Rico operation went ahead 
of his plant on the mainland, in produc- 
tion per man hour, only ninety days 
after work started. 

A USS. electrical equipment manu- 
facturer reports that workers in his 
plant on the island soon equaled the 
output of workers in his mainland plant 
—with only half as many rejects. 

Altogether, fifty U.S. manufacturers 
are making electrical and electronic 
equipment in Puerto Rico. 


8. After ten years, plants stay on. 
Fifty-nine U.S. factories have reached 
their tenth year in Puerto Rico; thus 
they have come to the end of their one 
hundred per cent tax holiday. Fifty- 
one of the fifty-nine plan to continue 
operating in Puerto Rico. 


For full details on Puerto Rico’s many 
advantages as a place to live and do busi- 
ness, write Mr. Alex Higuera, Common- 
wealth of Puerto Rico, Economic De- 
velopment Administration, Dept. B-1, 
666 Fifth Avenue, New York 19, N.Y. 
Or get in touch with our offices in 
Miami, Philadelphia, Boston, Chicago 
or Los Angeles. In San Juan call Gabriel 
Rivera Hernandez at San Juan 3-0040. 


























Waiting for IRS Rule on Sears 


lf mail order house gets an O. K. on sale of $1.1-billion 


installment receivables, other companies may join the trend to 


switching from accrual to cash method of accounting. 


Financial executives at Sears, Roe- 
buck & Co. this week were sweating out 
an expected Internal Revenue Service 
ruling. So were many of the nation’s 
retailers. For the IRS decision on the 
giant retailer’s sale of some $1.1-billion 
in receivables to a syndicate of 30 banks 
(BW-—Jan.14'60,p90) will affect not 


‘ only Sears, but also will have an impact, 


directly or indirectly, on the way re- 
tailers do their accounting. 

IRS has a number of choices—includ- 
ing turning thumbs down on the whole 
deal. But most probably—and most fa- 
vorable to Sears—it can judge the trans- 
action a bona fide sale, rather than a 
pledge of the receivables for loans 
credited to Sears. This would permit 
Sears to change over from its present 
accrual method of accounting to the in- 
stallment—or cash—method, without in- 
curring any tax penalty for switching 
systems—the real reason behind _ its 
planned sale of its receivables. 
¢ The Difference—Under the accrual 
method, a company must pay income 
taxes on profits made in the year a sale 
is made. Under the installment method, 
a company pays income taxes only as 
installment payments are collected. 

This is why Sears—which now has 
about 50% of its total $4-billion in sales 
volume in installment sales—wants to 
adopt the second method. For by defer- 
ring taxes until the cash register actually 
rings, Sears could boost working capital 
substantially—by about $150-million, ac- 
cording to one accountant—and would 
internally generate a good deal of the 
funds needed to finance its installment 
sales expansion. 

It’s natural then that Sears, which 
sees a further expansion in its install- 
ment sales business, would like to make 
such an accounting switch. Indeed, 
some say that Sears has been slow to 
recognize the  advantage—although 
there’s much to be said for its careful 
planning. The fact is that many retailers 
have been on the installment method 
for years, particularly those in the furni- 
ture and jewelry lines, who couldn’t 
finance—let alone expand—their install- 
ment sales with their limited equity if it 
weren’t for tax deferral. 
¢ First Year—For a company making 
a change-over in the first year that it 
has any installment sales, there’s no 
problem: It can make the choice with- 
out any penalty. But once on the ac- 
crual system, a company must do some 
intricate footwork to switch. This is 
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because of an IRS rule that a switching 
company, in the first year it chooses 
the installment method, must pay taxes 
on each dollar collected, even though 
the company may have paid a tax on 
the same dollars the year before—when 
it was on the accrual method and re- 
porting each dollar of sales. 

This double taxation has come under 
attack many times. In 1954, the Treas- 
ury amended the rules to answer some 
of the objections, but it did not do 
away with double taxation. As long 
as double taxation stands, lots of re- 
tailers are reluctant to switch their 
accounting systems. (A number have 
switched anyway, without private rul- 
ings, in the hope that they can with- 
stand any court test resulting from 
their use of the installment method.) 
¢ City Stores’ Move—In 1957, City 
Stores Co. pioneered a way to avoid 
any tax penalty. This is the route that 
Sears is taking now. 

City Stores reasoned that if it didn’t 
have any uncollected receivables in the 
first year it went on the installment 
method, it naturally wouldn’t have to 
pay any double tax. So it sold all its 
receivables from installment sales on 
the last day of the year before it went 
on the installment method. This meant 
that City Stores collected all its receiv- 
ables in the year it was on the accrual 
method, but it didn’t have any un- 
collected receivables the next year. 

IRS challenged the move. It argued 
that City Stores had not actually dis- 
posed of its receivables, that the collec- 
tion merely had been transferred to the 
banks. City Stores took the case to 
court, and won. In 1958, the Treasury 
decided not to appeal, and in October, 
1959, the department agreed to follow 
the practice outlined by the City Stores 
formula—provided the sale was without 
recourse and at arm’s length. 

Since then, a number of big retailers 
have followed the City Stores pattern, 
by first obtaining a favorable private 
ruling. However, IRS has turned down 
a few because the proposed transactions 
were not considered to be at arm’s 
length. One retailer, for example, tried 
to sell too many of its receivables to its 
own credit sales subsidiary. 

The Sears’ plan is similar to the City 
Stores transaction, except, of course, in 
size. 
¢ Leaks to the Press—The company has 
been working on this accounting switch 
for 19 months, and it was deeply per- 


turbed by leaks to the press, which 
might have been interpreted by IRS 
agents as pressure on them to make up 
their mind. Unless IRS approves the 
transaction by Jan. 27 or so, Sears will 
have to wait another year to make the 
switch, , 

Sears plans to sell about $1.1-billion 
in receivables. Most of them pay out in 
one year, all within two years. Under 
the agreement, Sears will cede title to 
the receivables to the banks, but will 
continue to service customer accounts. 
In return, Sears will get cash and negoti- 
able non-interest-bearing certificates of 
deposit (BW—Oct.15’60,p66). Over 
50% of its proceeds will be in certifi- 
cates, which Sears can sell in the open 
market if it needs to. 

Since Sears enjoys a reputation for 
screening its customers finely, the dis- 
count charged by the banks will be 
small. Continental Illinois National 
Bank & Trust Co. of Chicago, as head 
of the syndicate, probably will also 
charge about a 10% “hold-back”—this 
money is reserved against bad risks, but 
will be paid to Sears if the risks don’t 
materialize. 

e Earnings, Too—In effect, the deal 
gives Sears a one-shot tax advantage, 
which would have a favorable impact on 
earnings, as well. Sears, of course 
runs the risk—as do manufacturers who 
have switched from FIFO to LIFO- 
that in bad times it may pay more in 
taxes than it would have under the 
accrual method. But the company feels 
the benefits of the _ installment 
method—especially in an expanding 
credit economy—outweigh such risks. 

While most retailers find the cash 

method appealing, it isn’t necessarily 
appropriate to all of them. For ex- 
ample, food chains and variety stores 
are ruled out, since there payment is 
on the barrelhead. Louis Rosen of 
Gimbel Bros., Inc., which has been on 
the installment method since 1951, 
adds that even for companies with in- 
stallment sales it depends on the trend 
of installment sales. 
e Added Push—If the IRS decision on 
Sears is favorable, it is sure to spurt the 
cash method further. A number of 
big retailers—including Montgomery 
Ward, J. C. Penney, and Aldens—are 
still not on the installment method, and 
IRS approval of the Sears deal could 
give them the final push. 

A favorable decision might also set 
the stage for a concerted effort to get 
IRS to bring out broad rules governing 
the installment method, rather than 
making individual rulings—a method 
which works against small retailers who 
don’t like the bother or expense of get- 
ting a private ruling. END 
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Wing section of Bondolite in this 
amphibian is 20% lighter than riv- 
eted or welded sections. 








Rudder trailing edge of Bondolite is 
20% lighter than other constructions. 








Helicopter floor made of Bondolite is 
25% lighter than riveted floor it 
replaced. 








Mounting board for airborne elec- 
tronic equipment is fabricated of 
Bondolite. Weight savings? 35%! 








Airborne radar reflector of Bondolite 
is lighter by 35% than conventional 
reflector. 








Lots of good things come from 


GOOD/ZYEAR AIRCRAFT 


Plants in Akron, Ohio, and Litchfieid Park, Arizona 





HERE'S A 
THAT ADDS POUNDS 
TO YOUR PAY LOAD! 


It’s Bondolite by Goodyear Aircraft—with one of the highest strength- 
weight ratios of any fabricated material. Missile and plane makers use 
this light but strong sandwich material for decks, bulkheads, mounting 
boards, capsules, containers — wherever they want great strength with 
no sacrifice in pay load — or more pay load for the same weight. 
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Strong? One type of Bondolite aciually withstands pressure of 64,000 
psi without bending! Yet you can work Bondolite with ordinary shop 
tools. 

Goodyear engineers Bondolite to your exact specifications — in many 
sizes and shapes, from ” to 5” thick (even thicker on special order), 
to the most exact tolerances. There’s a variety of cores for a variety 
of applications — metal foil, paper, plastic, end-grain balsa, stainless 
steel. And there’s a wide choice of surface materials—paper, fiberglass, 
aluminum, stainless steel, titanium, plywood, fancy veneers. Bondolite 
can also be pattern-embossed ior extra rigidity and wear-resistance 
or for decorative values. 

Save weight — retain strength — specify Bondolite by Goodyear for 
scores of airplane and missile parts—floor panels, substructures, lead- 
ing edges, compartment doors. For full details write on company 
letterhead to Goodyear Aircraft Corporation, Aero-Mechanical 
Division, Dept. 914RA, Akron 15, Ohio. 


Bondo! te —7. M. Goodyear Aircraft Corporation, Akron 15, Obio 




















In Production 


New Centers Bring Computer Service 
Within Reach of Smallest Businesses 


Two new ideas in computer service centers were get- 
ting underway this week—both aimed at providing com- 
puter facilities for small business. Today, only the “fairly 
large” small business can afford to patronize computer 
centers. Machine time often runs $1,000 to $1,500 a 
month; in some cases, it soars to $300 an hour. 

To get the accounting or billing business of the truly 
small company, National Cash Register Co. is opening 
data-processing computer centers in New York, Chicago, 
and Houston. Service is inexpensive enough for com- 
panies, grossing as little as $25,000 to $50,000 a year. 
Rates for using a $75,000 NCR 390 computer run as low 
as $25 a month. ‘These three are the first of 100 such 
centers NCR plans to open around the country. 

In Los Angeles, ComputerMat, Inc., is also going after 
this same business, with a little different angle. It has set 
up a “Laundromat” type of operation: The equipment 
and instruction are furnished but the customer does his 
own work. ‘This way, ComputerMat keeps the rates for 
its IBM 1620 down to $40 an hour for “prime time,” with 
lower rates for night use. 

There’s more behind the self-service idea than pure 
economy, however. “We feel,” savs ComputerMat Pres. 
Hy Kolkowitz, “that engineers should learn computer 
operations themselves, and not turn it all over to a 
service center. That doesn’t teach anybody anything. 
The engineer doesn’t even learn what a logical computer 
problem is.” 

If this first ComputerMat proves as profitable as 
Kolkowitz hopes, he plans to spot another IBM 1620 
elsewhere in Los Angeles. 


Delco-Remy Tries Transistors 
In Ignition Systems for Trucks 


Automobiles may eventually become a major user of 
transistors. A partly transistorized ignition system that 
does away with condenser and contact points in an other- 
wise conventional ignition system is under test by Delco- 
Remy Div. of General Motors Corp. 

Right now, Delco-Remy is trying for a system that 
can handle such heavy-duty jobs as running trucks, trac- 
tors, and stationary engines that are kept going con- 
tinuously. If the cost can be pulled down, a transistorized 
ignition unit might be mass-produced for automobiles, 
according to Herman L. Hartzell, Delco-Remy chief 
engineer. 

In the new Delco-Remy system, the contact points 
and condenser are replaced by a pulse-controlled tran- 
sistor unit which sends current from the coil direct to 
the spark plug leads in the distributor cap. In the nor- 
mal ignition system, of course, the current is pulsed by 
the opening and closing action of the points, while sur- 
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plus current is diverted into the condenser and stored. 
In the Delco-Remy unit, this same pulsing action is 
achieved by a special pick-up coil and a rotating mag- 
netic device that momentarily cuts off the current. 

By eliminating points which wear out relatively 
quickly, Delco-Remy claims its transistorized ignition 
system should sharply reduce maintenance, and hence— 
downtime. One pilot model has already been tested 
5,000 hours without any maintenance trouble. 

The unit—described last week at the Society of Auto- 
motive Engineers convention in Detroit—doesn’t mark 
the first time, of course, that transistors have been used 
in a truck or auto mechanical system. For several years 
Delco-Remy has been producing a fully transistorized 
voltage regulator, which is used mainly in truck and taxi 
fleets. It has also experimented with’ transistors in igni- 
tion systems, but this is the first time the breaker points 


were climinated. 
2 «2  ® 


Automatic Inspector to Control 
Metal for Crown’s Bottle Caps 


Crown and Closure Div. of Crown Cork & Seal Co., 
Inc., a maker of jar covers and bottle caps, has developed 
an automatic system—probably the first of its kind in the 
country—for inspecting and sorting out inferior strips of 
tinplate and aluminum sheet that it cuts from coil stock 
for its punch presses. Previously, inspection and sorting 
were handled manually; now they're done with a system 
built around a simple, magnetic core memory. 

With Crown’s new system, the coil is unwound, and 
the strip passes through a “leveler” and then a thickness 
gauge—essentially two rollers hooked up to a micrometer. 
When the gauge detects a thickness either above or below 
standard, it sends a signal to the magnetic core memory. 

Before cutting, the aluminum or tinplate is first 
checked visually by an inspector and then passed through 
a final automatic inspection point. At this last point, a 
light is directed at the strip from below. If there are any 
pinholes in the sheet, the light shines through and strikes 
a photoelectric cell that sends another signal to the core 
memory. The memory keeps track of the flaws and— 
once the sheet is sheared to size for the presses—controls 
equipment that diverts the imperfect sheet into a reject 
pile. 


In Production Briefs 


Du Pont and International Business Machines Corp. 
are launching a joint program of research in advanced 
concepts of continuously adjusting computer control sys- 
tems for chemical processes. The program is scheduled 
to run until almost mid-1962, but a special computer-con- 
trolled, chemical reactor is expected to be operating by 
next fall. 


The country’s first privately financed helium extrac- 
tion plant for supplying the commercial market will go 
up early this year at Pinta Field, Ariz. The plant, de- 
signed to process 24-million cu. ft. of gas daily, will be 
built by Kerr-McGee Oil Industries, Inc., Oklahoma 
City. Kerr-McGee estimates the recoverable reserves of 
pure helium at Pinta Field at around 600-million cu. ft. 
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How Far Can a Producer Retail? 


How much of a retailer should a man- 
ufacturer become? 

If he’s going to spread out, what pat- 
tern of growth makes marketing sense? 

A man who has some answers is 
Maxey Jarman, board chairman of 
Genesco, Inc. When he spoke at the 
annual meeting of the National Retail 
Merchants Assn. in New York last week 
(picture), he could speak both as one of 
the country’s top four shoe manufactur- 
ers and as the head of a full-fledged re- 
tail operation. 

It’s true that the heads of most big 
shoe manufacturing companies could 
speak for shoe retailing as easily as Jar- 
man can. Integration in the shoe field 
started years ago and has intensified in 
the past decade. 

But Jarman has gone beyond his com- 
petition in the scope of his retailing. 
The company’s report for the fiscal year 
ended Oct. 31, 1960, carries on its title 
page the proud claim, “First in apparel 
and footwear.” 
¢ Broad Umbrella—The Nashville, 
Tenn., company gave formal notice of 
its broadening aspirations early in 1959. 
It dropped the old name, General Shoe 
Corp., to become Genesco. 

The Genesco umbrella covers some 
60 operating divisions. They include 
such familiar retail names as Henri Ben- 
del, Inc., and Bonwit Teller Co. (now 
merged with Gunther Jaeckel), in wom- 
en’s lines; men’s stores such as Roger 
Kent, Whitehouse & Hardy Stores Co., 
Frank Bros.-Fenn-Feinstein. Through 
its ownership of some 94% of the stock 
of Hoving Corp. (which brought Bon- 
wit Teller into its fold), Genesco also 
has an interest in Tiffany & Co. 

Its bid for non-shoe business has 
taken it into other manufacturing, too. 
In 1959, it acquired Formfit Co., maker 
of foundation garments, and Kingsboro 
Mills, Inc., lingerie manufacturer. Last 
year it added L. Greif & Bro., Inc., 
men’s clothes manufacturer. 

By now, Jarman says, shoes account 
for possibly half of Genesco’s total vol- 
ume—which rose to a record $321-mil- 
lion in fiscal 1960 (excluding some $40- 
million in sales to its own retail outlets). 
¢ Critical Question—At a time when 
mergers and combinations are hitting 
the news pages daily, Jarman and his 
company thus make a good focal point 
for exploring the critical question of 
how a company should grow. 


l. Target: To Be No. 1 


Jarman can dwell with almost mis- 
sionary zeal on the need for bigness in 
our economy. Sheer volume of produc- 
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GENESCO’S GROWTH PATTERN: “We're interested in anything people wear,” says” 
Chmn. Maxey Jarman, as shoe manufacturer plunges deep into retailing, other apparel lines. 


tion and distribution calls for it, he says. 
The big concern has access to capital, 
to specialists, and to executive talent. It 
can provide warehouse and other serv- 
ices to its customers. 

This does not spell the end of the 
small company, he insists. Rather, the 
big company helps the small one. “If 
the apparel industry is going to progress 
and America is going to hold its position 
in the world markets, then there must 
develop some large companies to pro- 
vide for these special services that only 
large companies can handle.” 
¢ Focus on the Top—Genesco’s target 
is quite simple. “We want to be the 
leading brand in each category of goods 
in which we do business,” sums up 
Pres. Ben. H. Willingham. 

In shoes, this means covering the 
waterfront. Genesco makes shoes that 
retail from $1.99 to $200. But, strongly 
oriented to volume, it concentrates on 
the price range around $8.25, where the 
big market is. 

In non-shoe lines, Jarman aims for a 
broad but not indiscriminate expansion. 
“We are interested in anything that 


people wear,” he says. Tiffany, he con- 
cedes, falls a bit outside its sphere of 
interest. But Genesco had to take Tif- 
fany in order to acquire Bonwit Teller. 
Jarman would like to sell Tiffany—at a 
good stiff price. 

Sucli a program involves a certain 
amount of flexibility and empiricism. 
“Our goal is to find what the consumer 
wants, at what price, then promote 
aggressively through our own outlets or 
inclepeadents, whichever is best for the 
situation,” Willingham says. 


ll. Integration Road 


In 1959—the last time the company 
broke down its volume by types of busi- 
ness—retailing accounted for 38% of 
the total. Currently, it operates about 
800 controlled outlets, some of which 
are leased departments. It sells shoes 
through some 15,000 independent ac- 
counts. 

Its ideas on how much integration 
it wants are flexible. Pres. Willingham 
says, “We buy hides and take them to 
the tanner. We make some leather, and 
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@ Youngsters inbound to the Port 
of Honolulu have been shouting 
this phrase since 1927 . . . the year 
CB&I built “‘the pineapple”. . . one 
of Hawaii’s most eye-catching landmarks. 


B-36 The imagination and Craftsmanship in Steel 
which created this unique water storage tank for the 

Hawaiian Pineapple Company more than 30 years ago are inherent 

in each structure built by CB&I today. 


At CB&I, the individual talents of research, engineering, 
fabrication and erection specialists are skillfully blended to build 
the very best . . . whatever the structure . . . however it will 
serve. These coordinated services are available to you 

. .. anywhere in the world! 


Write for the brochure: ‘“‘ Tanks That Advertise.”’ 
Tanks and steel piate work for Municipalities... 


Aircraft, Chemical Process, Petroleum and Pulp 
and Paper Industries... and Industry at Large. 


Cuicaco Brioce & Ron COMPANY 


332 SOUTH MICHIGAN AVENUE 
CHICAGO 4, ILLINOIS 
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make some shoes. This is some isie- 
gration. We retail. This is some morte, 
but we don’t do it all. We have a 
chemical company, we make cements, 
finishes. We buy rubber and process 
some soles.” Thus the company has 
integrated in both directions. But it 
is far from a completely integrated 
business. 

“There is no way I know of,” Wil- 
lingham goes on, “to say what is the 
pattern for the future in this regard.” 

Like Willingham, Jarman won’t com- 
mit himself on this point. “I still think 
of myself as a manufacturer,” he says. 
“Maybe 40% retail, 60% manufacture 
would be about right.” 
¢ Clear Motive—But on the question 
of why it went into retailing, the com- 
pany is quite clear. In Genesco’s case, 
you cannot separate the twin questions 
of integration and diversification. Its 
spread from shoe manufacture to shoe 
retailing to apparel retailing to apparel 
manufacture stemmed logically from 
the need to gain distribution for its 
original product. 

As big shoe companies go, Genesco 
is relatively young. By the time James 
Franklin Jarman and his partner sect 
up the Jarman Shoe Co., in 1924 with 
a $5 shoe, many retail outlets had no 
need of any additional shoe lines. So 
the’ company had to look around for 
outlets, and by the early 1930s, it had 
its own stores. By opening its own 
stores in key cities, says Matt S. Wig- 
ginton, executive vice-president, the 
company’s labels got “billboard identi- 
fication.” And the big independent 
retailers began to buy the products of 
what was then the General Shoe Corp. 
e Gains—Once in the retail business, 
the company found some pluses beyond 
mere distribution. Its own outlets be- 
came what officials describe as “retail 
laboratories.” ““We must think like re- 
tailers,” argues marketing chief Wig- 
ginton. Further, its own outlets give the 
company clear, fast signals as to what 
its factories should make. 

Its prestige outlets tell it something 

else: where fashion is moving. So the 
company prizes its prestige lines and 
outlets even though there’s less volume 
in them. And because few retailers can 
afford to carry such lines in depth, the 
company may step in with its own 
operation—or back up a plush shoe store 
with other lines. 
e Preferences—Genesco insists it does 
not consider integrated retailing a 
m.jor way of life. It would prefer to 
work through independents. It’s harder 
to make a profit on your own outlets, 
Willingham says, because you have a 
double investment in them. 

Recent shopping trends have tended 
to discourage the small retailer, though. 
The shopping center puts a premium 
on the large chain with its greater 
financial stability. This is a develop- 
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This early Jenkins Catalog carrie 





NO “NEW IMAGE” FOR US, THANKS 


Seems nowadays practically everyone talks about “changing the image,” “creating 
a new corporate image” or “giving the product a more dynamic image.” 


There’s no such talk around Jenkins Bros. 


When it comes to valves, we’re as modern as tomorrow! But when it comes to a 
new corporate image, no thanks. Not for us. Our corporate image is nearly 100 
years old, and it still suits us just fine. Here’s why: 


We'll Keep our Old, 1869-Model “Image” - 
Our Business Friends Seem to Like It 


“A Fair Offer” was first published in 1869. 
Simple and forthright, it said that Jenkins 
Bros. wanted Jenkins Valves to be judged 
on performance. But — and this made the 
difference — not on performance in the 
average application, but rather in the very 
toughest one. Note that phrase, “the worst 
place you can find.” 


To us, it just naturally figures that the prod- 


® 


uct which asks for the hardest job, will also 
be better, longer lasting and more trouble- 
free in regular, run-of-the-mill applications. 
Makes sense, doesn’t it? 


At intervals we republish “A Fair Offer” 
just because it does make sense to so many 
of our customer's and friends. It’s a useful 
reminder that products may change but high 
standards never go out of style. 


Jenkins Bros., 100 Park Avenue, New York 17 A FATR OFFER 

















If you will put a Jenkins Valve, rec- 
ommended for your particular serv- 
ice, on the worst place you can find 

. where you cannot keep other 
valves tight — and if it is not per- 
fectly tight or it does not hold 
steam, oil, acids, water or other 
fluids longer than any other valve, 
you may return it and your money 


will >< refunded. : 
penkins Bro 


famous A FAIR OFFER which has appeared in every catalog-since 1869. 




















Edgar M. Bronfman, President 
Joseph E. Seagram & Sons, Inc. 
New York, N.Y. 

Building: Seagram Building 


DEPENDABLE, EFFICIENT SERVICE ... “The 
Seagram Building bustles with traffic; elevators are in con- 
stant use. Alert, automatic elevators that cut floor-to-floor 
travel time are valued in this busy building. I am happy to 
say that installation of a Westinghouse Elevator System has 
assured us of dependable, efficient service.” 





Willis F. Thompson, President 
United Engineering Trustees, Inc. 
New York, N.Y. 

Building: United Engineering Center 


BUILT BY ENGINEERS FOR ENGINEERS... 
“The United Engineering Center is being built by engineers 
for engineers. In view of the major role of the engineer in 
today’s engineering-conscious world, we cannot afford to 
have anything but the finest in our headquarters building. 
One of these ‘finest’ is our Westinghouse Elevator System.” 








Joseph P. Blitz, President 
Joseph P. Blitz, Inc. 

New York, N.Y. 

Building: 635 Madison Avenue 


EXCESSIVE WAITING TIME IS ELIMINATED 
... “In the 30-Minute ‘Eye-Opener,’ we saw how Westing- 
house operatorless elevators work efficiently to render prompt 
service. Because these elevators work electronically and auto- 
matically, excessive waiting time is eliminated. This quick, 
responsive service, above all, led us to specify Westinghouse.” 
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William Kaufman 

The William Kaufman Organization 
New York, N.Y. 

Building: Envoy Towers 


WE HAVE BEEN SURE FOR YEARS...“Our 
building at 711 Third Avenue was one of the first to use 
operatorless elevators. Safety and total efficiency were deter- 
mining factors in again choosing this system for Envoy 
Towers, one of our finest apartment buildings. Our tenants 
expect quality—that includes Westinghouse elevators.” 





of uA 


wel CF _) ™> 























Roy H. Durst 
The Durst Organization 


New York, N.Y. 
Buildings: 733 Third Avenue, 205 East 42nd Street 
SILENT AND LUXURIOUS... “Smooth, efficient 


Westinghouse elevators perform in a manner which has won 
us over completely. The ide itse/f, silent and luxurious, is all 
one needs to be convinced. We’ve specified Westinghouse 
operatorless elevators in modernizing 205 East 42nd Street— 
as well as in our new office building at 733 Third Avenue 
now nearing completion.” 


These New York Decision-Making Executives Experienced the 


Westinghouse Elevator 


““20-Minute Pre-Investment 


Hye-Opener” 


WESTINGHOUSE DEMONSTRATION ANSWERS YOUR !MPORTANT 
QUESTIONS ABOUT BENEFITS OF MODERN OPERATORLESS ELEVATORS 


Westinghouse invites you to participate in a demon- 
stration of the most advanced elevator system in the 
world. You must experience elevator performance 
to appreciate the remarkable results of Westinghouse 
engineering skills. Here are elevators that “think” 
for themselves, electronically and automatically. 
They are as new as tomorrow—and more dependa- 
ble than any elevator system previously devised. 
Tenants expect to find them in new buildings—and 


Westinghouse 
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more and more managements of existing buildings 
specify them at modernization time. 

Selecting an elevator system is a key decision which 
deserves your personal attention and approval. As a 
building owner or manager, it pays you well to in- 
vestigate before you invest. Make arrangements to 
see this behind-the-scenes demonstration by calling 
the Westinghouse Elevator Division Sales Office in 
your city. You can be sure... if it’s Westinghouse, 


ELEVATORS AND ELECTRIC STAIRWAYS 

















RECLOSING is 
SIMPLE and SURE 
with the ZIP-LIP 


RESEAL/REOPEN/REPEATEDLY 


@ A swift crosswise pressure of thumb and finger on the built-in 
plastic “zipper strip” seals or reseals the Zip-Lip surely. Picture 
your product in a reclosable poly bag—the bag that makes sales 
faster. Made only by Kennedy, Zip-Lip will amaze you—write 
today for samples. 


Kennedy Gar Liner & Bag Go., Inc. 
1000 Prospect Ave. Dept. A 
Shelbyville, Indiana 





Sales Offices in Many Cities. See the Yellow Pages of Your Phone Book. 
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ment that has caused International 
Shoe Co., No. 1 shoe producer, to 
think harder in terms of owned outlets. 


lll. Diversification Road 


Just after World War I, Jarman 
says, the company concentrated on shoe 
expansion. It acquired W. L. Douglas 
Shoe Co., Johnston & Murphy Co., 
and Frank stores. In 1953, it bought 
I. Miller Shoe Co. and the next year, 
Delman & Co., Inc. 

Even then, though, it was beginning 

to think beyond shoes. Its first im- 
portant sidewise step was the acquisi- 
tion, some 10 years ago, of Whitehouse 
& Hardy Stores, though even this was 
then mainly a shoe operation. 
e Boost—Genesco does not admit it, 
but it seems apparent that it got an out- 
side—if hostile—boost into non-shoc 
lines from the government. In 1956, 
the antitrusters, alarmed at the fast pace 
of Genesco’s retail acquisitions, won a 
consent decree. The company agreed 
to acquire no more shoe outlets for five 
years without specific government bless- 
ing. This same factor has hit big Brown 
Shoe Co., Inc., whose merger with G. R. 
Kinney Corp. is still under question. 

In 1956, Genesco went into apparel 
in a big way. It bought Hoving and 
Henri Bendel. 

But even without the antitrust ruling, 
Genesco would have gone this route. 

“Once we were in shoe business at 
retail,” Willingham says, “we found we 
were in the fashion business.” Jarman 
points out that even when Genesco sold 
nothing but shoes, it had to send people 
to Paris to study fashions. It made eco- 
nomic sense to spread out all its ex- 
pertise in  admuinistration—financing, 
marketing, industrial relations, account- 
ing—over a broader product base. 

The new lines helped build shoe sales, 

too. Greif, men’s wear manufacturer, 
for example, sells to independents as 
well as to Genesco companies. ‘Thus 
Genesco becomes more important to 
those independents. 
e Speedier—A final reason for diversify- 
ing lies in the nature of the shoe busi- 
ness. Shoes grow with population—even 
a wee bit more—but, though steady, it’s 
hardly a spectacular growth. 

Experience in apparel retailing led 
to apparel manufacture as the company 
learned where stability and profits lay. 
So it backed up into the foundation gar- 
ment business, knitwear lingeric, and 
men’s wear manufacture. 


IV. Unanswered Questions 


Growth has hatched many new prob- 
lems. One trade estimate has it that the 
company’s acquisitions in the last five 
vears have contributed some $100-mil- 
lion to its volume. That is a lot to di- 
gest. And profits, while generally up, 
have not risen so fast as sales. Genesco 
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Gown by Ceil Chapman 


Mass produced in New York’s Seventh Avenue 
garment district, clothes made from today’s Am 
wonderful fabrics let a working girl dress like a C 4 Ca 


debutante on a stenographer’'s salary. Fabrics are shrink- 
proof, wrinkle-free, permanently pleated and quick-to-dry 
. .. In a rainbow of colors and shades and in a variety of 
finishes and textures. 

General American works with textile producers, fabricators 
and mills in many ways. Liquid chemicals are stored in 
General American Terminals, are hauled in GATX tank cars, 
while dry chemicals are transported in other special Gen- 
eral American freight cars. Producers and fabricators rely 











on General American dryers and mixers. In the 
mills themselves, parts subject to wear are 
nickel alloy coated with another product of 
General American research . . . Kanigen®. 

Modern marketing methods call for careful planning and 
speedy execution, not only in the changeable fashion field, 
but in all industry. To meet these demands, General Ameri- 
can’s imaginative research is translated into fast production 
and deliveries are made ‘‘on schedule’’. Whatever you man- 
ufacture, mine, transport or ship, call on us. It pays to plan 


with General American. 


GENERAL AMERICAN TRANSPORTATION CORPORATION 


135 SOUTH LASALLE STREET * CHICAGO 3, ILLINOIS 
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in the Southeast Coastal 6! 
for future expansion? Then look over this 1100-acre 


west Georgia. 
An average of over 4 billion gallons of water flow 













recreational facilities—lots of room for relaxed living. 
Ask for details on this and other choice river sites 
now available in the Coastal 6. No obligation; just 
write, wire or phone Coast Line’s industrial 
development specialists. All inquiries held 
in confidence. 


...serving the Southeast Coastal 6 





ATLANTIC Direct Inquiries to: ” 


R. P. JOBB 

Assistant Vice-President 

Department J-11 
RAILR @) 4p) Atlantic Coast Line Railroad 


Jacksonville, Fla. 
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Put Your New Plant by 
this Full-Flowing River 


Need Water fo Expand ? 
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Looking for a large-acreage plant site with a water reserve 


Flint 


River site between Albany and Camilla in growing south- 


past 


| the site daily (minimum recorded flowage: 517 million 
| gallons). Adjacent to U. S. Highway 19 and convenient to 
| a nearby Coast Line mainline track, this partly wooded, 
| partly cleared tract is just 20 miles south of Albany (pop. 
55,890); seven miles north of Camilla (pop. 4,742); and 
only a short hop to both Alabama and Florida. Ample 
electrical power; estimated 3,000 workers available; mod- 
erate climate. Friendly community with good schools and 

















is unhappy that its latest report shows 
a profit dip—from $8.6-million in 1959 
to $8.2-million in 1960, on a $44- 
million sales increase. 

You can write off some of this to the 
times. Both International Shoe and 
Brown Shoe also posted slightly lower 
profits last year, on record sales. And 
Genesco has had some heavy expenses 
in investing in new companies, new 
products and processes. It hasn’t hesi- 
tated to acquire some companies with 
a weak profit picture but a strong name, 
and has put money into building them. 

Covering the waterfront on price 
ranges also multiplies your problems. 
Prestige concerns—a Bendal, say—don’t 
mesh easily with an operation geared 
mainly to big volume. 

One answer is to give the individual 
companies their head, and Jarman says 
Genesco’s various divisions have a good 
deal of autonomy. Jarman is not a 
man to stay in the background, how- 
ever. And the fact that four Genesco 
officials sit on Bonwit Teller’s board, 
while Bonwit Teller’s president, Edgar 
W. Wherry, is on Genesco’s board of 
governors, suggests the degree of over- 
lap of interest. 

e Marketing Problem—To marketer 
Wigginton, the company’s broad range 
of products, outlets, and prices poses 
a marketing problem, pure and simple. 

He recognizes that what works with 
a high-priced line won’t work for the 
low-end product. 

The problems are more complex be- 
cause distribution is in a fluid stage. It’s 
no longer enough to have a good loca- 
tion today. You must plot your targets 
for years from now. 

This means experimentation. And, 
like Genesco, the whole shoe industry 
is experimenting with new kinds of mar- 
kets—supermarkets, self-service, road- 
side stores, shopping centers, even dis- 
count operations. 

Above all, the long view calls for ex- 
ecutive manpower—which Willingham 
rates as the company’s No. 1 job. Gen- 
esco’s training program aims to have at 
least one person able to take over any 
important post as management changes. 

Genesco is not “actively seeking” 
more acquisitions, though it is sure 
more growth will come. Rather it looks 
for “normal expansion” of new outlets 
—divided about evenly between inde- 
pendent and owned stores. It is expand- 
ing its wholesale force some 10% this 
spring for its shoe operation. In non- 
shoe lines, it is thinking of sportswear, 

swimsuits, perhaps. And it is eyeing 
overseas markets. Formfit, for one, 
already has a strong foreign operation. 

Long-term, the company is willing to 
predict a doubling of sales volume in 
five years. For the next six months, it 
is less talkative. Says Jarman, with an 
unexpected touch of humility, “I swore 
off forecasting last year.” END 
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with Mobil— saves *13,300 


Leading manufacturer of engineered electrical systems 
benefits from Mobil Correct Lubrication, realizes economies in 
wide range of operations, saves $13,300 in one year alone 


A pioneer in the production of electric controls, 
Cutler-Hammer, Inc., has for many years relied 
on a Mobil Program of Correct Lubrication for 
its several Milwaukee plants. The Mobil Pro- 
gram has consistently brought benefits to Cutler- 
Hammer—in terms of increased production effi- 
ciencies and maintenance dollar savings. 
Working in close liaison with Cutler-Hammer 
technical personnel, Mobil Engineers have made 


To guide lubrication personnel in performing required 
services, Mobil developed complete lubrication 
charts for machines at Cutler-Hammer, worked out 
oiler routes and schedules, and recommended use of 
time-saving lubrication cart. Increased efficiency 
permitted reassignment of a maintenance man, 
reduced other overhead, saved $7,452 in 1959— 
principally in the Press Department. 


a at. 


recommendations and suggestions in many areas 
where lubrication is a factor. These recommen- 
dations—a few of which are itemized below— 
resulted in a saving of $13,300 to Cutler-Hammer 
in 1959. 

Your plant may profit from a Mobil Program 
too. For further information, call your Mobil 
Representative. Or write, Mobil Oil Company, 
150 East 42nd Street, New York 17, New York, 





A Mobil recommendation covering quantity deliv- 
eries of oils and greases proved advantageous to 
Cutler-Hammer. After studying Cutler-Hammer’s 
requirements, Mobil recommended that lubricant 
purchases be consolidated to permit carload deliv- 
eries beginning in 1955. These carload deliveries 
made possible discount savings which last year 
amounted to $364. 
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In Cutler-Hammer’s screw machine department, a cessive smoking became serious problems. Mobil 


central cutting oil system serves many machines. 
Contamination of cutting fluid by lubricating oil 
frequently reduced machining efficiency to the point 
where tolerances, tool wear, poor finishes and ex- 





Engineers have he!ped greatly to reduce these prob- 
lems by periodically analyzing cutting oil character- 
istics and after each analysis, prescribing corrective 
action to restore maximu:n machining efficiency. 














GROLIER SALESMAN, center, demonstrates $20 teaching machine in the home. 








Encyclopedia House 
Enriches Its Pitch 


Grolier, Inc., encyclopedia publisher, 
hopes the gadget in the picture above 
will make “the teaching machine man” 
as familiar a figure in door-to-door sell- 
ing as the Avon lady or the Fuller Brush 
man. It counts on this inexpensive 
teaching machine for home use to cpen 
doors for its 5,000 salesmen, starting 
this month. 

Teaching machines have stirred a lot 
of debate in educational circles (BW — 
Sept.17'60,pl111). Several companies 
have introduced them at prices ranging 
from $50 to $5,000, but all have been 
designed for group users—schools, com- 
panies, the government. So Grolier’s 
home study approach took the field by 
surprise. 

At least in theory, parents who are 
concerned over their child’s school 
progress can buy the Grolier machine 
for $20, plus the cost of “programs” 
—the sheet form equivalent of textbooks 
—at prices from $7.50 for music to $15 
for spelling. In practice, however, 
Grolier salesmen will try hard to tie 
such sales into their whole package, 
built around an encyclopedia. 
¢ Where Profits Are—All teaching ma- 
chines, whether simple or elaborate, are 
designed on the theory that students 
learn faster and retain more when they 
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get knowledge in short steps, with an 
immediate test on each step before 
they advance to the next. 

Grolier figures that most of its profits 
from the teaching machine will come 
from the sale of programs. It offers 
seven programs at the start—music, 
spelling, Hebrew, Russian, electricity, 
elementary algebra, and introduction to 
statistics—and will add eight more in 
the next couple of months. By fall of 
1962, it expects to have 50 to 75 pro- 
grams on the market. 

“We're making a fair profit on the 
machines at $20 apiece,” says Vice- 
Pres. Theodore Waller, “but it’s the 
potential in the programs that really 
interests us. You might say we’re more 
interested in the blades than in the 
razors.” 
¢« Opening Doors—The machines have 
another value that’s harder to measure 
but is probably far greater. ‘Thev can 
gain entree to many households that 
resist the standard encyclopedia pack- 
age deal; they can clinch many a sale 
of $300-plus, if Grolier’s theorv stands 
up. 

Waller thinks, too, that more and 
better salesmen will be attracted to 
Grolier. He says he has hired a swarm 
of high-grade salesmen since the pro- 


gram was announced. ‘The teaching 
machine, he feels, builds up the sales- 
man’s prestige and self-respect, besides 
giving him a sales gimmick. 

The “I would like to talk with you 

about teaching machines” approach will 
open a lot more doors, Waller is confi- 
dent, than saving, “I'd like to sell you 
an encyclopedia” or even—as many 
Grolier salesmen have been doing—savy- 
ing, “I represent the Children’s Insti- 
tute” (a Grolier affiliate). 
e Everybody’s Problem—Publishers of 
reference books are riding a rising tide 
of sales, thanks to the effects of the 
baby boom and to the flash of interest 
in learning since Sputnik. According 
to a recent analysis by McDonnell & 
Co., Wall Street brokers, the spurt in 
reference book sales from some $1 30- 
million in 1954 to $305-million in 1960 
was greater than the gain in textbook 
sales—which came to an estimated $352- 
million last year. 

General encyclopedias have gone 
along with dictionaries, atlases, and 
other reference books in this prosperity, 
yet thev haven’t come anywhere near 
what the experts regard as their poten- 
tial. Partly it’s the way they are sold 
door-to-door and as part of a package 
deal. 

Grolier sells two reference sets: the 
Book of Knowledge for children and 
the Encvclopedia Americana for adults. 
Its two closest competitors are Encyclo- 
paedia Britannica, Inc., and Crowell- 
Collier Publishing Co., which pub- 
lishes Collier's Encyclopedia. Field 
Enterprises Educational Corp., with its 
World Book, and F. E. Compton & 
Co. are strong competitors in the juve- 
nile market. These five houses account 
for roughly 90% of encyclopedia sales, 
juvenile and adult. 

These companies are working a rich 
and unsaturated market. As Crowell- 
Collier Pres. Raymond C. Hagel de- 
scribes it: ““The companies in this field 
aren’t actually competitive with each 
other, because of the very low satura- 
tion. We very rarely lose sales to each 
other.” 

The bogey in this salesman’s dream 
is that it’s almost entirely a door-to- 
door business. “We have to go out to 
our customers,” Hagel says. “An en- 
cvclopedia is always sold, never 
bought.” 
¢ How It’s Done—Direct selling has 
some advantages: Publishers can work 
on narrow inventories, and their sales 
cost is largely the straight commission 
to salesmen, who average around $7,500 
a vear but may earn twice as much. 
Sales run almost directly in proportion 
to the number of salesmen. 

If the market is nowhere near satura- 
tion, why then don’t the publishers 
simply hire thousands more salesmen 
and sit back to count. their money? 
Publishers sav it’s not that easv. Door- 
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“NO RED TAPE GETS BETWEEN WIE AND YOUR 
ORDER HERE AT GRANITE CITY STEEL” 





“You hear a lot about personalized service. At Granite 
City Steel we really mean it. Every order gets personal 
attention—from our salesmen and from the people at 
the mill who make the steel, inspect it, ship it. Team- 
work. It’s one of the advantages of doing business with GRANITE CITY STEEL 
specialists in flat-rolled steel. No red tape. Our cus- STEELMAKERS TO MIDDLE AMERICA 
tomers like it that way. We'll prove it to you ON YOUr eet eee ee Loule? Minneapotss Houston * Moline s Tulsa 
next steel order. Try us.” 
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fast, clean heat where and when you need it... 


‘aloe VN Te 1!) OO - dn 
gas-fired unit heaters 


JANITROL HEATING 
& AIR CONDITIONING 
A-DIVISION OF 
MIDLAND-ROSS CORPORATION 


! 
New inside and out, the Janitrol “67” unit | 
heaters provide the flexibility needed for ef- 
ficient, low cost heating of entire buildings or | 
new additions. They combine proven economy 
and dependability with clean, crisp styling. 
Available for dual fuel operation in a full 
range of sizes, all featuring the Multi-Thermex | 
heat exchanger for extra durability. Ask your 
Janitrol dealer about the new “67”. . . he’s 
in the Yellow Pages. | 


Ko i 
COLUMBUS 16, OHIO 
IN CANADA: 
Moffat's Ltd., Toronto 15 
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This booklet will be mailed to you—in strictest 
confidence—if you write on your letterhead to 
the address listed below. Write: Richard J. Welsh, 
Director, Room 208. 







SEND FOR @ ‘ 


DADE COUNTY "DEVELOPMENT DEPARTMENT 


345 NORTHEAST 2nd AVENUE + MIAMI 32, FLORIDA 


An Agency of the Metropolitan Miami Government 
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to-door selling has suffered from bad 
publicity in recent years, and men es- 
cape from it as fast as they can. 

Most of the unfavorable publicity cen- 
ters around the salesman’s problem of 
getting his foot in a door, sometimes by 
questionable methods—a man conduct- 
ing a “survey” when he appears at the 
door generally has sales on his mind 
when he gets into the living room. 
So the publishers continually cast about 
for devices to “open doors.” 
¢ Package Deals—Another discourage- 
ment to salesmen is the static ratio of 
sales to home visits, says Grolier Pres. 
Edward J. McCabe, Jr. 

Grolier and its chief rivals try to 
break this pattern, and also to assure 
successful salesmen a continuing in- 
come, by offering more than just an 
encyclopedia set. The typical package, 
priced at more than $300, includes the 
encyclopedia, research service for 10 
years, an annual supplement for 10 
vears, an atlas or a dictionary as a 
“bonus”’—and then a bookshelf so the 
man who buys everything will have 
something to put it in. 

Salesmen make their pitch that such 

a package offers the latest in man’s 
knowledge, plus a 10-vear updating. 
They also get commissions on the yearly 
supplements, which give them incentive 
to stav with the company. 
e Market Targets—Grolier’s initial sales 
target for the package, including the 
teaching machine, is the lower middle 
class, which traditionally buys most 
encyclopedias, but it also expects to 
win greater entree to upper middle- 
class homes. And it sees a new market 
for the machine in the correspondence 
and home-study fields, where spending 
runs around $100-million a_ vear. 
Grolier plans to promote heavily 
through direct mail and consumer ad- 
vertising. 

Waller sees future — substantial 
markets for the teaching machine in 
libraries and schools overseas, especially 
in underdeveloped countries, and in in- 
dustry and government. Grolier claims 
it has broad patent protection on the 
low-cost machine. 

Competitive makers of teaching 
machines say Grolier may alienate the 
school market by shooting for the home 
market. They speak of the high-pres- 
sure salesmanship that’s characteristic 
of encyclopedia marketing. Vice-Pres. 
Robert W. Roop of General Atronics 
Corp. says flatly: “Any brand name 
which has vigorous marketing in the 
home area might have negative accept- 
ance in the school field.” 

Perhaps mindful of this possibility 
Grolier has been sponsoring seminars 
of educators on teaching machines and 
has retained Dr. W. R. Odell of Stan- 
ford University’s Dept. of Education to, 
in Waller’s words, “lend respectability 
to the enterprise.” END 
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WHAT MAKES THIS PICTURE UNIQUE? 


Principally because in this jet age, 
when practically every plane that flies 
uses some type of Bendix equipment, 
it is difficult to imagine a phase of 
aviation’s development in which 
Bendix was not playing a leading role. 

When the Navy’s famous NC-4 flew 
the Atlantic in 1919, it used Bendix 
instruments and electric starters. 
When Army pilots made the first 
world-girdling flight in 1924, they 
relied on Bendix® flight indicators and 
compasses. When Lindbergh spanned 
the Atlantic on his historic 1927 flight, 
we were ready with the “Earth 
Inductor” compass, Scintilla® mag- 
netos, and other important devices 
that helped make the flight successful. 

Today, Bendix continues to antici- 
pate aviation’s requirements. Two 
especially valuable devices for precise 


jet navigation and piloting are Bendix® 
Doppler Radar and Bendix® Auto- 
matic Flight Control Systems. 
Bendix Doppler Radar is airborne 
and is completely independent of 
ground-based facilities, making it ideal 
for use on long over-water flights. It 
bounces beams off the earth’s surface, 
gives the pilot pinpoint navigation 
data, and permits him to take advan- 
tage of the most favorable winds. 
Bendix® PB-20 automatic flight con- 
trol systems have already logged over 
1,500,000 flight hours in commercial 
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airline service. Thirty-four U. S. and 
foreign airlines already use, or have 
on order, these modern systems. 

Other significant Bendix develop- 
ments include: airborne storm- 
avoidance radar, surveillance radar, 
automatic oxygen systems, complete 
radio communications systems, GCA 
radar for bad-weather landings, brakes 
and landing gears, fuel metering and 
engine controls, and starting and 
ignition systems. 

Still other important contributions 
have been made by our Canadian 
affiliate, Computing Devices of 
Canada, Ltd., whose Position Homing 
Indicators are used by many nations 
of the free world, and whose ANTAC 
System made a navigational “break- 
through” on a trans-polar flight by 
a Royal Canadian Air Force crew. 


A THOUSAND DIVERSIFIED PRODUCTS SERVING THESE FIELDS: 


automotive « electronics + missiles & space + aviation + nucleonics « computer « machine tools « sonar « marine 














COMMITTEE representing Steelworkers, 
Kaiser Steel, and the public has agreed to 
invite the public to take part in contract 
bargaining. From right are Edgar Kaiser, 
George Taylor, David McDonald, David 
Cole. 





Public Gets a Steel Contract Role 


Late last week, the Kaiser Steel Corp. 
and United Steelworkers announced an 
agreement that invites the public to 
take part in contract bargaining— 
through direct participation—for the 
first time. 

Because of the complexity of today’s 
bargaining, the parties said, Kaiser and 
the steel union agreed that it would be 
wise to “secure third party assistance 
of an informed nature” in negotiations. 
They hope—and expect—that public par- 
ticipation in bargaining will minimize 
strikes and may be a long step toward 
preventing contract strikes entirely. 

The Kaiser-USW agreement is a sig- 
nificant one at a time when there is 
growing concern about the effectiveness 
of collective bargaining. It follows two 
other recent moves to enlist public aid 
in resolving particularly knotty nego- 
tiating problems—in the railroad indus- 
try (BW-—Jan.7’61,p70) and in the New 
York transit system 
¢ No Pattern—However, it isn’t likely 
to set an immediate pattern for more 
peaceful relations in the steel industry. 
In Pittsburgh. this week, spokesmen for 
major steel companies reiterated their 
objections to bringing in outsiders when 
labor-management problems are on the 
bargaining table. 

They said flatly that the industry 
“takes a whipping every time outsiders 
get involved” in contract-settling. 

In the auto industry, too, major com- 
panies have a long-standing opposition 
to third party participation in bargain- 
ing. The auto companies—which face 
tough negotiations this vyear—say that 
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the most severe strikes they have had 
followed federal mediation efforts. 
The companies have rejected “‘as a 


matter of policy” frequent proposals by 


United Auto Workers Pres. Walter 
Reuther for joint study committees, 
arbitration, fact-finding boards, and 
other devices to bring the public into 
bargaining, one way or another. 
Despite the steel and auto com- 
panies’ covlness—and  skepticism—the 
Kaiser Steel-USW agreement will be 
watched closely. Kaiser says “other 
businesses are interested, definitely.” 


|. Kaiser and USW 


Public participation of a sort in labor- 
management relations has been a fact at 
Kaiser Steel since Oct. 26, 1959. Then, 
as a part of an agreement that settled 
a 104-day strike, Kaiser and USW 
established a tripartite Long Range 
Committee with a number of specific 
goals—among them the development of 
means for the “equitable sharing of eco- 
nomic progress.” 

Dr. George W. Taylor, chairman of 
Pres. Eisenhower’s emergency board in 
the basic steel dispute in 1959-60, be- 
came the chairman of the Kaiser-USW 
committee. David L. Cole and Dr. 
John T. Dunlop, both topflight arbitra- 
tors, and fact-finders, were named as the 
other two public members to serve on 
the committee with three representa- 
tives each of Kaiser Steel and USW. 

The committee worked “coopera- 
tively” and with some progress toward 
its assigned objectives. But, months ago, 


the committee realized that it could 
not complete its work by a November, 
1960, deadline or even before the ex- 
piration of the Kaiser Steel contract on 
June 30 of this year. 

Under the circumstances, the com- 
mittee decided that (1) it should con- 
centrate attention on the prevention 
of strikes, and (2) public participation 
in labor-management relations in Kaiser 
Steel should continue. The plan an- 
nounced at the committee’s fifth formal 
meeting (subcommittees have met more 
frequently) links the two thoughts. 
¢ The Plan—It expands the original re- 
sponsibilities of the Long Range Com- 
mittee—and, particularly, of its public 
members. The tripartite body will now 
be a continuously functioning commit- 
tee to develop more effective collective 
bargaining and to promote more _har- 
monious relations between Kaiser and 
USW. 

The idea is to have the committee 
assist the parties in considering prob- 
lems as they arise, so that they won't 
accumulate as bargaining issues under 
the pressure of contract deadlines. 
David J. McDonald, president of the 
steel union, and Edgar F. Kaiser, chair- 
man of Kaiser Steel, said in a joint 
statement that this should minimize 
labor-management differences at the 
bargaining table. 

If there are differences despite the 
preventive efforts, the Long Range 
Committee must be convened no later 
than 30 days before the expiration of 
the labor contract to review the negotia- 
tions. At that time, public members 
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AVISCO 
“ll” FILMS 


... new extra strength 





packaging materials developed 
by American Viscose research 


@ Special combination of cellophane and polymer resins. 
Packagers have long needed films that combine 
superior strength with the pure transparency and 
sparkle of cellophane. Experiments have been going 
on for years in the Avisco film laboratories to satisfy 
this need. Recent results of this continuing research 
are two new films combining cellophane and polymer 
resins. They’re called Avisco ‘‘T’” Films—tough, 
truly transparent and trouble-free on high speed 
packaging machines. Now far past the experimental 
stage, Avisco ‘‘T’’ Films have been proved superior 
in actual use by packagers of various products, and 
are now available in limited commercial production. 


@ Virtually eliminate broken packages . . . protect 
product quality. New Avisco ‘‘T’’ Films offer superior 
durability under normal temperatures. And this 
superiority is even more pronounced at temperatures 
below freezing. What’s more, “‘T” Films offer the 
same high standard of product protection as cello- 
phane, and they print just as beautifully. ““T’”’ Films 
are also unmatched for high speed machine per- 
formance in all types of bag making, filling and 
overwrapping operations. 


@ Ideal in single-wall bag constructions... excellent 
choice for packaging a wide variety of products. 
Hardware, textiles, paper products, pharmaceuticals, 
snack items, shelled and unshelled nuts, candies, 
cookies, dry beans, macaroni and rice, are a few 


AMERICAN VISCOSE CORPORATION, FILM DIVISION, 1617 PENNSYLVANIA BLVD., PHILADELPHIA 3, PA. 
SALES OFFICES ALSO LOCATED IN ATLANTA, BOSTON, CHICAGO, DALLAS, LOS ANGELES AND NEW YORK, 





examples. In each case, Avisco ‘“‘T’’ Films will result 
in total packaging economy. The same benefits also 
apply in bundling multiple units for redistribution. 


= Two types of Avisco ‘“‘T” Film are now available— 
both 450 gauge. Avisco T-69 Film is nitrocellulose 
coated. Avisco T-79 Film is polymer resin coated. 
Both films provide superior strength, and yield 
14,000 square inches per pound. Find out how they 
can serve your packaging requirements better. Phone 
or write for an appointment with 
our representative in your area or 
a selected cellophane converter 
specializing in your field. 
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SANTA CLARA COUNT 


Long-range community development will 
make your new plant in Santa Clara County, 
California a secure, profitable investment. 


Thinking years ahead is a basic element of plant-site 
selection. Many firms such as IBM, who are thinking 
ahead, have chosen this progressive area as the ideal 
location for their new plant. 

Plant-site teams are impressed with the Master Plan 
for Santa Clara County where the forecast for com- 
munity expansion is now projected to 1985. This pro- 
gram is continuous. Planners regularly review their 
forecasts to insure an orderly development. 

THINK! Productive all-year mild climate... prom- 
ising talent from excellent colleges and universities 
... good business climate... manufacturing, educa- 
tional, and research center of the West... strategic 
location at the southern tip of San Francisco Bay. 
This is Santa Clara County. 

Wherever you move, look at the community growth 
plan first. Experts who counsel industries on plant-site 
planning are quick to confirm this advice. 

Before you decide, “Think 1985” and look at Santa 
Clara County, California. 


Santa Clara County 
PLAN AND FORECAST FOR 1985 
Send today for your free copy of this in- 
formative brochure. The important facts it 
contains are presented to assist you in a 
scientific approach to plant-site selection. 


GREATER SAN JOSE CHAMBER OF COMMERCE 
DEPT. 8, San Jose 13, California 
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IBM General Products Division in San Jose, California . . . Voted ‘‘One of America’s 10 most beautiful plants."” 


100 





3 











are authorized to take any or all of five 
steps. They may: 

(1) Decide that all is going well and 
take no immediate action. 

(2) Ask for further bargaining be- 
tween Kaiser and the union, and sit in 
on negotiations as observers only. 

(3) Engage in mediation efforts, with 
specific authority to meet with the par- 
ties separately and privately. 

(4) Issue a private report to the par- 
ties summarizing the position of each 
side, defining the issues still in dispute, 
and suggesting “‘appropriate action.” 

(5) Issue a public report, either prior 
to or subsequent to the contract termi- 
nation date—but only after the parties 
have had “every reasonable opportunity” 
to reach an agreement. 

Recommendations of the public 
members are not to be binding on the 
parties. The agreement noted pointedly 
that: “The . . . procedure is not in any 
way intended to replace free and _ re- 
sponsible collective bargaining between 
the parties. Both believe this to be 
fundamental to our American wav of 
life. Therefore, neither the union nor 
the company agrees to be bound by the 
recommendations or suggestions of the 
public members.” 
¢ No Strike Bar—Kaiser apparently 
failed to win one concession it sought. 
Before the Jan. 13 meeting in Fontana, 
Calif., a Kaiser official—not a member 
of the Long Range Committec—said the 
company “hoped” for an agreement 
that work would continue without a 
strike if a dispute should continue past 
a contract termination time. 

This was not in the announced plan, 
and a reason may be that USW con- 
siders it unwise—or bad precedent—to 
suriender the strike as an economic 
weapon under any circumstances. 
¢ Peaceful 1961—The peace procedures 
will be available—if needed—for negotia- 
tions to extend the present Kaiser Steel 
contract that expires June 30. Nobody 
expects they will be needed. Both the 
company and the union are optimistic. 
Indeed, one Kaiser spokesman said there 
is everv likelihood that “the new con- 
tract will be buttoned up in a month.” 


ll. What It Means 


Dr. George W. Tavlor considers the 
Kaiser-USW agreement “an important 
new approach” to bargaining—some- 
thing entirely different, not arbitra- 
tion, mediation, nor fact finding. 

It’s “an adjustment to new prob- 
lems” of contract negotiating, with the 
“exciting possibilities” that the intro- 
duction of the arbitration ptocess had 
in grievance settling. ““We learned how 
to settle grievances by means other than 
strikes, and now arbitration is univer- 
sally accepted in that area,” Dr. Taylor 
said on the West Coast. 

The problem now is to work out 
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designed for tomorrow 
—available today! 


Within the next few years, the 
use of mobile radiotelephones 
will double — perhaps even triple 
— as fleet owners realize that this 
method of communication can 
greatly increase business poten- 
tial. However, with the increase in 
traffic, many existing types of mo- 
bile phones with only one channel 





a 





AGill 


will have difficulty in initiating 
and receiving calls. 





AC considered this problem in 
designing their AChieverfone mo- 
bile radiotelephone. The answer 
was not one channel, but four 
channels. If one channel is busy, 
the user can switch to another 
channel, or a third, or a fourth, if 
necessary. There is no waiting for 
one channel to clear, no relayed 




















ERFON 


messages, no call-backs . . . you 
can talk to, or receive calls from 
any telephone or mobile phone in 
the world — anytime! 


An AChieviwme \t in Mobile Communications 


AC Sp. rk Plug oe 


The Electronics ‘division of General Motors 
Milwaukee 1, W's. 





Feature for feature, AChieverfone 
is the best mobile phone available. 
It’s more compact, takes less time 
to install and is more reliable. 
Consider AChieverfone for your 
vehicles and get tomorrow’s busi- 
ness — today! 








Yelephone BRoadway 3-1120 
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59 mighty good reasons 
for investing in an automatic, 
steel pipe fire protection system 


The 59 people in this photograph 
may not think about it, but they 
can shop with the assurance that a 
raging fire will not suddenly engulf 
the store. That’s because in most 
of the nation’s 11,494 department 
stores, even as in the one above, 
automatic steel pipe fire protection 
systems safeguard lives and prop- 
erty. In fact, wherever there is 
progressive management—be it in 
business or industry—there you will 
find fire prevention systems protect- 
ing the public, employees, property. 

A steel pipe fire protection system 
is a worthwhile investment. It offers 
security and pays for itself in a few 
years through iower insurance rates 
on buildings, equipment and goods. 

In fire protection systems, as in 
heating, plumbing, refrigeration and 
air-conditioning systems—steel pipe 
is first choice. Its high strength, ease 
of forming and joining and dur- 


ability make it the optimum tubular 
product for conveying air, water, 
liquids and gases. With all these ad- 
vantages, plus low cost—no wonder 
more tons of steel pipe are produced 
for more uses than any other tubu- 
lar product in the nation. 





STEEL PIPE 
IS FIRST CHOICE 





e Low cost with durability 

e Strength unexcelled for safety 

e Formable—bends readily 

e Weldable—easily, strongly 

@ Threads smoothly, cleanly 

e Sound joints, welded or coupled 
e Grades, finishes for all purposes 
e Available everywhere from stock 








Insist on U § A Steel Pipe 
ee 








C-10A 


COMMITTEE OF STEEL PIPE PRODUCERS 
150 East Forty-Second Street, New York 17, N. Y. 
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something—perhaps an extension of the 
arbitration process—to ease the contro- 
versy in contract negotiations. If the 
Kaiser-USW plan isn’t the answer, it is 
on the way to one, the chairman of the 
tripartite board said. 

¢ Possible Motives—That’s all very 
nicely put, as a theory, other steel com- 
panies say. They concede that such a 
plan could be—probably will be—heip- 
ful. But there is an inclination in the 
industry to look for motives behind the 
Kaiser-USW agreement. 

The most obvious one, they sav, is 
that Kaiser Steel and USW can’t afford 
hard bargaining this year—or in 1962. 

Moreover, at the time of Kaiser’s de- 
fection from the basic steel industry’s 
solid bargaining front in late 1959, Mc- 
Donald and Edgar Kaiser called their 
new relationship a “great achievement” 
in industrial peace and labor-manage- 
ment relations. 

McDonald lauded the agreement as 
a device that would end strikes in steel; 
share the fruits of the company’s prog- 
ress in three ways—among_ workers, 
stockholders, and the public; and per- 
mit steel to automate without hardships 
for workers. Little real headway has 
been made in these areas. 

The bargaining plan just announced 
gives McDonald an opportunity to 
claim a significant and measurable step, 
with one company, toward the realiza- 
tion of the objectives set in 1959 for the 
Kaiser-USW cooperation, and it is a 
little movement toward the principle of 
mutual trusteeship he still advocates. 

For Kaiser, of course, it is an added 
guarantee of smoother relations. 

However, McDonald and USW un- 
doubtedly are thinking ahead to 1962, 
when the union must bargain again with 
the bulk of the industry. To the un- 
ion strategists, the Kaiser-USW plan 
for invoking the help of public members 
just possibly might mean some bargain- 
ing breakthrough with Kaiser big 
enough and dramatic enough to have 
an impact on 1962 steel bargaining. 

One steelman in Pittsburgh said that 
McDonald and Kaiser are striving—with 
public members’ aid—to “bring celes- 
tial visions down to earthly reality.” 
¢ Private Concern—But the stee! inter- 
ests are more concerned than they con- 
cede publicly. They recall the “fruits of 
the company’s progress” section of the 
Kaiser contract that envisions union and 
public committeemen helping set com- 
pany financial policies—on such things 
as rates, prices, investment policy, em- 
ployment costs. To the bulk of the steel 
industry, this means, as one company 
spokesman put it, the “delegation of 
authority to people who bear no re- 
sponsibility whatever.” 

The industry intends to fight as long 
and as hard as it can against anything 
like that; it wants no widening of the 
crack already made. END 
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The Arkansas Industrial Development Commission, State Capitol, Little Rock. 





These people of Harrisburg, Arkansas voted 440-6 to finance a new industry. 


In the past 18 months, since new legislation was passed, Arkansans in 28 communities have 
overwhelmingly voted $24,804,250 in tax exempt bonds to finance 28 industries, AAA] and 


less. The issues ranged from $40,000 to $7,:00,000. 











In Labor 


Boycott Against Japanese-Made Parts 
Planned by Chicago Electrical Workers 


Chicago Local 1031 of the International Brotherhood 
of Electrical Workers notified 83 employers this week 
that, effective May 1, members employed in 137 plants 
will refuse to work with television, radio, and other elec- 
tronics parts imported from Japan and other low-wage 
countries. 

The IBEW local, one of the largest locals in the coun- 
try, was the second union this month to initiate boycott 
action against low-wage imports. ‘The Amalgamated 
Clothing Workers of America took a similar step against 
fabrics a week ago (BW—Jan.14’61,p97). 

Local 103] had a peak membership of 47,000 in 1958. 
It has been slipping steadily since then, and lost 5,700 
members in the last quarter of 1960. It now has only 
23,000 actually working—a drop due to increased use of 
Japanese components and to the recession, it says. 

The local’s members “will not walk out of factories, 
in the manner of a strike,” Michael Frank Darling, Local 
1031 president, commented. “They will work on any 
American-made parts, union or nonunion, but will not 
install Japanese or other foreign-made parts.” 

Robert S. Alexander, an employer involved, said the 
union plan “is very noble—but I doubt that it is legal . . . 
or administerable.” He said that some imports are neces- 
sary—for example, metals used in vacuum tubes. 


AFL-CIO Opens Investment Office 
To Counsel Unions on Financial Problems 


Reflecting the growing financial interests of organized 
labor, AFL-CIO this week opened a new investment 
ofhce in its Washington headquarters—to advise unions 
on financial problems that might arise from their sur- 
plus operating, welfare and pension funds. 

The director of the new office is Alexander Bookstaver, 
for the past five years financial consultant to the Interna- 
tional Ladies’ Garment Workers’ Union and before that 
connected with the Amalgamated Clothing Workers of 
America bank in New York. 

Labor’s billions of dollars are invested mostly in gov- 
ernment bonds. However, funds are now being steered 
more into government-insured housing or mortgages, 
corporate bonds, and blue-chip stocks. 


Court Challenge of Coming Union Election 


Is Likely by United Steelworkers Faction 


A rank-and-file rebellion against the administration of 
United Steelworkers Pres. David J. McDonald still has 
life in it—even though the rebels took a drubbing when 
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they sought places on ballots for USW’s election in 
February. 

A new move by the rebels could prove particularly em- 
barrassing for new Labor Secy. Arthur J. Goldberg, for- 
mer general counsel for the Steelworkers. 

Last week, USW rebels sought a federal court injunc- 
tion against the union’s quadrennial election. They 
contended that they failed to win nominations because 
USW’s nominating procedures do not comply with 
“democratic rights” requirements of the Landrum-Grif- 
fin Act. 

The injunction was not issued—a federal court judge 
said that he did not believe one could be enforced now. 
But the judge expressed serious doubts about the USW 
requirements for nominations and practically invited the 
rebels to return to court after the voting to challenge the 
validity of the election. 

Since the court challenge would be on Landrum-Grif- 
fin grounds, Goldberg would become involved as Sec- 
retary of Labor; the administration of the law is in his 
jurisdiction. 

Last year, as USW counsel, Goldberg went over the 
union constitution point by point to recommend—and 
get—changes to make it conform with L-G requirements. 


New Food & Beverage Dept. of AFL-CIO 
Will Coordinate Organizing Efforts 


Ten unions representing a million workers in food, 
beverage, and allied industries will receive an AFL-CIO 
charter next month as the federation’s Food & Beverage 
Dept., similar to AFL-CIO’s Building Trades, Industrial 
Union, Metal Trades, and Maritime Trades Depts. 

The new department has as objectives the coordination 
of organizing efforts (the unions estimate 2-million to 
3-million are unorganized in their fields) and joint legis- 
lative action. 

The unions: the Amalgamated Meat Cutters & 
Butcher Workmen; United Packinghouse Workers; 
Hotel & Restaurant Employees and Bartenders Interna- 
tional Union; American Bakery & Confectionery Work- 
ers; American Federation of Grain Millers; United 
Brewery Workers; Distillery Workers’ International 
Union; Retail Clerks International Assn.; Retail, Whole- 
sale & Department Store Employees, and Seafarers’ In- 


ternational Union. 
s & « 


Biggest Change in Unionized Offices 
Is Stress on Seniority in Promotions 


Unionizing an office force makes little difference in 
its operations, according to a survey by the National 
Office Management Assn. Office managers in companies 
where white-collar employees work under union contract 
pinpointed only one area where unionizing brings sub- 
stantial change—promotion policies. Sixty-three percent 
reported a shift to a straight seniority basis. 

More than half said it did not affect managerial flex- 
ibility in making changes. While 48% found the situa- 
tion on firings “less satisfactory,” another 45% reported 
no change. 
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The Kennedy Administration plans a new approach to the U.S. balance 
of payments problem. 


During Pres. Eisenhower’s last few mouths in office the emphasis was 
on defensive measures, from cutting down overseas military spending to 
forbidding U.S. citizens to hold gold abroad (page 38). Pres. Kennedy’s 
advisers and top economic officials think they can halt the gold drain with 
broader and more positive measures. 


Secy. of the Treasury C. Douglas Dillon hinted at this when he testified 
last week before the Senate Finance Committee. Now the new approach has 
been made more explicit in a still unpublished task-force report just sub- 
mitted to Pres. Kennedy. 


As it is shaping up, the Administration’s plan amounts to about this: 


* Get the domestic economy moving again so that higher productivity 
and more technical innovation will strengthen our competitive position. 


¢ Maintain a liberal trade policy so that U.S. industry can’t evade world 
competition and foreign markets can be kept open to U.S. goods. 


¢ Use the new 20-nation Organization for Economic Cooperation & Devel- 
opment (OECD) to get a fair sharing of military and aid burdens with our 
big European Allies, especially West Germany. 


¢ Through the OECD, try to achieve closer conformity between the 
domestic economic policies of the big industrial nations; and through the 
International Monetary Fund, try to create additional reserves to support 
both the U.S. dollar and the British pound. 


This kind of broad international approach, which won’t bring any imme- 
diate payoff, doesn’t preclude a number of steps that might be taken soon. 


For example, Kennedy’s task force must have considered ways of 
stepping up the U.S. export drive, including acditional export credit facili- 
ties. From the defensive side, it undoubtedly looked at the merits of 
cutting the $500 duty-free allowance that is granted on goods that American 
tourists bring back from abroad. 


It would be surprising, too, if the task force hadn’t considered this 
question: Should Congress be asked to abolish the present 25% gold cover 
for our own currency, thus adding some $12-billion to the gold stock now 
available for settling our international accounts? 


One thing is clear: The new men running U.S. foreign economic policy 
won’t be defending the dollar just by digging in their heels. For better 
or worse, they aim to do it by expanding the opportunities for trade and 
developing new forms of international cooperation. 

Dillon takes this approach and so does Jolin M. Leddy, new Asst. Secy. 
of the Treasury for International Affairs, who was Dillon’s right-hand man 
at the State Dept. The same can be said for George W. Ball, the new 
Under Secretary of State for Economic Affairs (BW—Jan.14’61,p74). 


Khrushchev put the Kennedy Administration on notice this week that 
he will fight the East-West struggle to the finis!a with all means save hot war. 
The warning came in a long speech originally given to the Communist 
summit meeting held recently in Moscow but now published for the first time. 
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In the speech, Khrushchev predicts the early victory of world Com- 
munism. He defines “peaceful coexistence” as an intense ideological, 
political, and economic struggle against “imperialism.” He promises sup- 
port for revolutionary movements all over the world, and pledges to increase 
the military might of the Soviet Union. 


The Soviet Premier also stresses the importance of surpassing the U.S. 
in production, and predicts that, in terms of physical output, it will happen 
in 1965. This, he says, “will be a major turning point in history.” 


It all seems like unusually tough talk for a man who has been trying to 
arrange early talks with Kennedy. But to Khrushchev, there’s no incon- 
sistency. He could easily show up at the March meeting of the United 
Nations General Assembly in New York—putting Kennedy in a position 
where he could hardly refuse a private get-together. 


In pushing for the summit this year, though, Khrushchev has different 
goals than he had in 1960. Then he hoped to force the West into a retreat 
on Berlin, and thus undermine NATO. Now, apparently, the aim of his 
summitry is to further the Soviet offensive in Africa and Latin America. 
For example, he may well offer Kennedy new talks on arms control and 
expect, in return, a pledge of U.S. non-intervention in Cuba and the Congo. 


The Congo may well provide a test of will between Khrushchev and 
the Kennedy Administration. The situation there, in Washington’s view, is 
deteriorating rapidly and drifting toward a hot new crisis. 


The generally pro-Western government of Joseph Kasavubu and his 
chief of staff, Col. Mobutu, is fast losing strength and prestige. Forces back- 
ing jailed pro-Communist former Premier Patrice Lumumba are gaining 
strength. Antoine Gizenga, a Lumumba man, has firm control in Oriental 
Province and is successfully extending his military operations in Kivu, 
Kasai, and Katanga provinces. 


The Soviet bloc and the United Arab Republic are backing Gizenga 
with limited military supplies, advice, and political support. They are bring- 
ing strong pressure on the Sudan to grant airplane refueling rights, which 
suggests that a new airlift may be launched. Czech military advisers are 
reported to be masterminding Gizenga’s military adventures. 


The choice for the U.S. and the West is narrowing inexorably either to 
standing by while Lumumba forces gradually take over the Congo or inter- 
vening directly to halt the spread of Communist influence. That, of course, 
might well spark Soviet intervention on the other side and bring about a 


direct test of strength. 


Already waning, United Nations influence and prestige would suffer 
heavily, perhaps fatally, in either case. The 20,000-man U.N. force under 
divided leadership is proving incapable of stemming the drift toward 
anarchy and rising Communist influence. 


The Kennedy Administration has no more stomach for going it alone, 
possibly wrecking the U.N., and alienating Afro-Asian opinion than did 
Eisenhower. But the alternative of letting the Congo slip under Communist 
domination is equally distressing. Any middle ground between these choices 


is fast eroding. 
Contents copyrighted under the general copyright on the Jan. 21, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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THE EAVESDROPPER 


““...and we have the facilities to perform up to 8 major operations simultaneously” 








Honeywell 800 intrigues people who know something about the boundless problems (and opportunities) in 
business data processing today. This is mostly because only Honeywell 800 can do up to 8 jobs at once — 
without costly, complicated programming. 

If your company is thinking hard about EDP, thirix about Honeywell 800. 


To get some honest-to-goodness help with this toughest of decisions, 
just phone or write Honeywell, Electronic Data Processing Division, Honeywell 


Wellesley Hills 81, Massachusetts ; or iH) Phatrouie Dati. Prscesing 


Honeywell Controls Ltd., Toronto 17, Ontario. 








GEMCO 


finds Ideal Location’ 


in VIRGINIA! 











Plant was built in 1959 to Gemco specifications by Norfolk Port 
Authority . . . leased to Gemco for 25 years. It contains 112,000 
sq. ft.; is on a 13-acre tract in Norfolk Industrial Park. 


At its former location, General Mower 
Corporation had'a $12,000,000 annual volume. 
In January, 1960, Gemco moved to Virginia 
— and in a year or so expects to be doing 
$20,000,000 a year. 

Citing reasons for the company’s move, 
Executive Vice President, Louis H. Faxstein, 
emphasized, ‘“‘the ideal location of Norfolk” 
Gemco started with 150 employees in its Virginia plant, and “‘the complete cooperation of business and 
now employs 385 at peak production. Officials praise CIVIC leaders in Virginia. One of the nation’s 
the dependability and productivity of Virginians. largest manufacturers of power mowers and 
garden equipment, Gemco also manufactures 
garden tractors, steel shelving, steel houses 
and garages, door and window canopies — 
and is constantly adding new products. The 
company looks forward to fast-rising volume 
and sound profits . . . in Virginia. 

Find out more about the production 
advantages of Virginia. In confidence, phone, 
wiré or write... 





Cc. M. NICHOLSON, Jr., Commissioner 
Division of Industrial Development and Planning 
Virginia Dept. of Conservation 
and Economic Development 
Room 810-BW State Office Bldg., Richmond 19, Va. 
Phone: Milton 4-4111, Ext. 2255 





Virginia’s ice-free ports permit economical shipment of 
Gemco products overseas and to the West Coast. Rail- 
way and modern highways provide excellent domestic 
distribution. 







You, too,can find these...and many 
other great competitive advantages in 
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Political Shakeup in Oil Kingdom 


Saudi Arabia, one of the world’s last 
absolute monarchies, has so far escaped 
the revolutionary tide that has swept 
the Middle East over the past dozen 
vears, toppling the thrones of Egypt and 
Iraq and almost unseating the Shah of 
Iran. But today in this oil-rich desert 
kingdom changes are beginning to take 
place that may have far-reaching re- 
sults. Saudi Arabia appears to be taking 
its first gingerly steps toward more lib- 
eral government. 

“Young Turks’—Stirring the forces 
of change is a rising new power in Saudi 
politics, a loosely knit group of progres- 
sive factions known by some as the 
“voung Turk movement.” This group 
has an important role in the government 
set up by King Saud last month after 
he unseated his half-brother Crown 
Prince Faisal as Prime Minister. Saud 
acted under pressure from members of 
the royal family and tribal shieks whose 
incomes had been cut by Faisal. 

Although the young Turks had little 
to do with ousting the old regime, they 
were given several key posts in the new 
Council of Ministers. Their influence 
became immediately apparent when 
Radio Mecca, the government radio sta- 
tion, announced that the new cabinet 
had approved plans calling for the draft- 
ing of a constitution by a national coun- 
cil, one-third of whose members are to 
be popularly elected. In a land where 
heads can still roll at the whim of the 
King and where government changes 
are usually the result of palace intrigues, 
this statement marks a startling de- 
parture from the past. Although some 
Western observers doubt if the national 
council will meet very soon, they think 
it’s important that a Saudi government 


has used the words “elect” and “‘consti- 
tution.” 
¢ Loose Alliance—The young Turk 


movement is a loose alliance made up 
of three elements: the so-called liberal 
princes of the royal family; the rising 
Saudi middle class that consists of bu:ld- 
ers and merchants who have flourished 
since oil interests moved into the coun- 
try; and the young, educated Saudis, 
most of whom have studied at U.S., 

Egyptian, or British universities. 

The uniting banner for these sep- 
arate segments of Saudi society is social 
and political change. Yet the reasons for 
their agitation are different. 

The liberal princes, led by Prince 
Talal, new Minister for Finance and 
Economy, recognize the growing influ- 
ence of the middle class. They reason 
that if the monarchy is to remain the 
tuling force, liberal reforms have to be 
undertaken to accommodate this new 
element within the existing monarchic 
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KING SAUD of Saudi Arabia faces pressure from progressive factions within his country. 
New members of his cabinet want social, political, and economic reforms. 


framework. Failure to do this, they 
feel, could lead to an explosion such as 
the ones that took place in Iraq and 
Egypt, where the monarchies were re- 
placed by revolutionary regimes. 

¢ Industrialization—The Saudi middle 
classes, mostly from the thriving seaport 
cities of Dammam and Jidda and the oil 
center of Dhahran, feel that the coun- 
try’s progress depends upon industrial- 
ization. This point of view is best ex- 
pressed by Ahmed Shata, the new Min- 
ister of Commerce. Men like this want 
to step up investments from Saudi 
Arabia’s huge oil income—much of 
which is squandered by the royal fam- 
ily on harems and Cadillacs. The mid- 
dle class believes that this spending 
could be curbed by limiting the powers 
of the King. 

Perhaps the most idealistic group of 
young Turks is made up of voung, edu- 
cated Saudis who want to improve the 
common lot of their people through so- 
cial, economic, and political change. 
These men have lived in more advanced 
western societies and want to make 
Saudi Arabia a modern respected coun- 
try. An example of this type of young 
technocrat is Abdullah Tariki, new 
Minister of Oil & Mines, who has 


pushed Saudi Arabia’s case for a greater 
share of oil profits. 

¢ Powerful Adversaries—Although they 
have several key posts in the govern- 
ment, the young Turks face powerful 
adversaries. They must deal with the 
rigidly autocratic attitudes of King Saud 
himself. Saud is likely to bend, but not 
too far. And there is also a powerful 
clique of conservative princes who 
would resist any moves that might in- 
terfere with their huge incomes. 

Deeply rooted tribal and religious in- 
stitutions also stand in the way of 
change. The shieks, autocratic tribal 
leaders, are completely devoted to the 
King and to the principle of absolute 
tule. Similarly, powerful religious lead- 
ers are adamantly opposed to the adop- 
tion of a constitution in a country where 
the law is based on the Koran. 

The young Turks respect the power 
of their opposition. At present they are 
content to gain Saud’s ear by becoming 
his advisers. But there’s little doubt that 
they will continue quietly to build their 
strength and press for change. And as 
their voices grow, the big question is 
whether King Saud will be able to meet 
their demands without allowing his own 
power to be dangerously curbed. END 
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‘6l FORD HWINTNT! 








DESIGNED TO SAVE YOUR 


_ FLEET 884 A YEAR PER 
CAR... AUTOMATICALLY 

















Tear up the old maintenance ledger and throw it away 
Now you can prefigure your savings before you buy ! 
The ’61 Ford “takes-care-of itself” features below prove it !!!!!!!! 








Ford has designed a car with a completely new 
approach to economy. New “‘takes-care-of-itself” 
features are deliberately designed to keep your fleet 
paying its own way right through resale time. The 
’°61 Ford goes 30,000 miles between chassis lubrica- 
tions . . . 4,000 miles between oil changes . . . and 
adjusts its own brakes. The chart at the right will 
show you many ways Ford saves. The savings are 
based on 24,000 miles a year per unit as a fleet 
average. Your savings may be even more. 


The ’61 Ford’s outstanding economy is matched 
by plenty of traveling comfort and performance. 
Just check a few of the luxury features. Man-sized 
doorways, foam-padded front seats, generous pro- 
tective insulation, stretch-inviting interiors and 
loads of accessible trunk space. Outside, the ’61 
Ford is four inches trimmer. Combine that with up 
to 25% easier steering and you have a new dimen- 
sion in driving and parking ease. 





Don’t let useless maintenance costs cut down profits. 
Your Ford Dealer can help you plan your money- 
saving fleet of ’61 Fords. 


FORD DIVISION, Hrd oter'Company, 





OTHER FLEET CARS 


1961 FORD 











CHASSIS LUBRICATION 


30,000-MILE CHASSIS 





























($1.50 every 1000 miles) $36.00 ae ee nor- —— 
OIL CHANGES OIL CHANGES 
(5 qt. @ 50¢ every 2000 miles) 30.00 (5 qt. @ 50¢ every 4000 miles) $15.00 
MUFFLER REPLACEMENT DOUBLE-WRAPPED 
(Including os as charge 15.00 peanpagty! -saatigags 
—once per year asts up to 3 times as long 
as ordinary mufflers) 

BRAKE ADJUSTMENTS +n parca 
($2.00 per adjustment—ap- R (Mechanically — 
canleadiahe every 6000 miles) 8.00 = oe for the 
WAXING FORD DIAMOND 
(Once per year @ approxi- 10,95 || LUSTRE FINISH a 
mately $10.95) (Never needs waxing) 

TOTAL $99.95 TOTAL $15.00 








FORD SAVES YOU $84.95 


The figures represent estimates of average national cost of owning and 
operating a 1950-60 full-sized American car for a year and driving it an 
average annual distance of 24,000 miles as compared with the ’61 Ford. 








Beautifully built for economy and lasting value 
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In Business Abroad 


Five U.S. Companies Will Split Cost 


Of Petrochemical Complex in Argentina 


A group of five U.S. companies announced this week 
that it will finance and build a $70-million petrochemical 
complex in Argentina. 

For the five companies, this brings to a close two 
years of negotiation with the Argentine government and 
competition with another U.S. company. The com- 
bine—Cities Service Co., Continental Oil Co., U.S. 
Rubber Co., Witco Chemical Co., and Fish Interna- 
tional Corp.—beat out Texas Butadiene & Chemical 
International, Ltd., which had proposed a similar but 
less costly project. 

Cities Service, Continental Oil, and U.S. Rubber each 
will put up 24% of the capital. Fish will furnish 15% 
and Witco 13%. Later, convertible debentures will be 
offered to U.S. and European investors through Chase 
International Investment Corp. and Lazard Freres & 
Co. A clause in the Argentine government’s permit to 
the group will allow Argentine investors to buy in. 

Fish representatives were instrumental in the negotia- 
tions. They have connections in the Argentine govern- 
ment, having built an oil and gas pipeline from Campo 
Duran for Yacimientos Petroliferos Fiscales (YPF), the 
government oil agency, in partnership with North Amer- 
ican Utility & Construction Corp. (BW—Feb.6'60,p72). 
YPF will supply raw materials through the pipeline for 
the petrochemical complex. 

The group won out over Texas Butadiene because it 
offered financing more attractive to the Argentines, a 
location more appealing to the government, a foreign 
currency saving, and a wider range of products. 


Red China’s Stepped-Up Grain Imports 
Boost World Tramp Shipping Business 


Communist China has started buying grain abroad to 
relieve its widespread famine—and has consequently 
given a lift to the world tramp shipping business. 

So far, Peking has bought 260,000 tons of wheat from 
Australia, over 200,000 tons from Canada, and large 
quantities of Burmese rice. ‘These orders, with more 
to come, have put back into service most of the 3-mil- 
lion tons of dry cargo shipping that was laid up last 
summer. 

There are several reasons behind the food shortage: 

¢ Small agricultural investment during the past 
three years has caught up with government planners. 
The countryside has been milked dry of capital for in- 
dustrial expansion. 

¢ The military is hoarding. Travelers coming out 
of the mainland report huge new granaries built for 
army use exclusively. 

¢ Sabotage in the agricultural communes is believed 
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rampant. Commune leaders have held back shipments 
of grain from moving to central collection points. 

¢ Weather conditions during last summer and fall 
were not favorable. 

The Communists have admitted that the 1960 crop 
was less than 200-million tons—50% lower than planned. 
This may be another reason they are thinking of new 
thrusts into Southeast Asia. South Vietnam, Thailand, 
and Burma are rice bowls—food surplus areas. 


Imperial Chemical Raising Capital; 
Bowater Seeks to Buy Swiss Company 


Two large British companies moved this week to 
expand their operations: 

Imperial Chemical Industries, Ltd., announced a 
rights issue of new ordinary shares to raise about $95- 
million for capital investment over the next three years. 

Bowater Paper Corp., Ltd., is negotiating through a 
Swiss bank to acquire remaining interest in Paper Indus- 
tries, Ltd., of St. Moritz. 

ICI’s move came as no surprise to London business- 
men, as it has been rumored since early last December. 
But the small size of the issue was unexpected. Last 
year, ICI repaid a $56 inillion, 4% bond issue. But cash 
flow has always been the company’s main source of funds. 

Although no funds have been earmarked yet, ICI is 
engaged in a number of projects including construction 
ot new plants and exp:nsion of old ones. 

Bowater, which last june acquired a controlling inter- 
est in Paper Industries, Ltd.—through its subsidiary 
Bowater Europe $.A.—wants to own it outright. It’s 
after full contro) of Paper Industries’ 200,000-ton-a-year 
paper plant in Rouen, France, and its 70,000-ton-a-year 
pulp mill in Strasbourg, France. 


West German Industry Lags in Plan 
To Contribute to Development Aid Funds 


West German industry is lagging in fulfilling its prom- 
ise to subscribe $360-million to government bonds for 
economic developinent «d funds. 

The original date for raising the total sum passed one 
month ago. The most generous estimates put the amount 
already received at less than $300-million. 

The subscription, at 5% interest, represents a part 
of the $1-billion that Sonn pledged for development 
aid funds during the visit of U.S. Secy. of the Treasury 
Anderson and Under Secy. of State Dillon last fall (BW — 
Dec.3’60,p25). Industrial leaders agreed to put up the 
funds “in appreciation” for the government’s decision to 
retain a turnover tax on imports and tax rebates on ex- 
ports. 

Now, there’s talk in government circles of making 
industry’s contribution compulsory. The Bundestag is 
also considering a bill to permit sales subsidiaries of com- 
panies that are 75% or less foreign owned to pay a 1% 
turnover tax instead of the present 4%. 


Business Abroad 107 








GOVERNMENT 





Setting the Stage for a Deficit 





ve 


conn 


Eisenhower s Forecast « of Spending Increase. 





MILLIONS OF DOLLARS. 
FISCAL YEARS 


Total Government Spending ........ $78,945 | $80,865 


Major National Security ..... 


Defense Total ... 


Hardgoods Procurement ....... 


Research & Development 
Atomic Energy 


International Affairs ........ 


Economic Mutual Security 


Commerce, Housing, Space Technology 


Space Exploration & Technology 


ROR oc iv os ete ene tee 
Water Transportation ......... 
Housing & Community Development .. 
Agriculture Total ........... 


Price Supports 


Natural Resources Total ..........-. 1,951 
Labor & Welfare Total ...... 


Public Assistance 
Public Health 


EGUSCOTION oso Shee ecto e 


Veterans 


Interest on the Debt ......... 
General Government ..........+.-. 


a perce narevenvenmermne et 


RES. EISENHOWER’S $80.9-billion bal- 
Princed budget for fiscal 1962, sub- 
mitted to a dubious Congress this week, 
emphasizes the differing approaches of 
his Administration and that of John F. 
Kennedy to the state of the economy 
and to the part the government should 
play in stimulating its growth. 

The key to the Eisenhower philos- 
ophy was uttered by outgoing Budget 
Director Maurice H. Stans: “There 
are no deliberate anti-recession items 
in this budget because we are not of 
the opinion that they are now needed. 
We see no need for temporary unem- 
ployment support at this time.” 

Kennedy's view (page 27) is almost 
exactly the opposite. 
¢ Planned Boosts—Kennedy has long 
since decided deliberately to unbalance 
the fiscal 1962 budget as an anti-reces- 
sion measure. The major boosts he 
contemplates, using the Eisenhower 
budget as a base, are in the areas of 
defense, aid to education, and exten- 
sion of unemployment benefits. 
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Eisenhower's final economic report, 
coming at midweck, assumed the same 
optimistic tone as did his budget mes- 
sage. It indicated support for Stans’ 
prediction that business will turn up- 
ward, certainly in the first half of calen- 
dar 1961 and possibly in the first 
quarter. 

Noting that personal income in- 
creased 5% in 1960, despite the busi- 
ness decline, the report said further 
substantial boosts can be expected this 
year to send both gross national product 
and personal income to new highs. 
¢ Reiteration—Eisenhower used his 
final budget message to hammer home 
his oft-repeated insistence on “sound 
economic growth” and “‘fiscal integrity.” 
His message is replete with such phrases 
and with warnings against new and ex- 
panded federal programs that “threaten 
to swell expenditures beyond the avail- 
able resources.” 

“Despite the persistence of hardship 
in some local areas, economic activity 
continues at a high level,” he says. “It 


is imperative for the extension of eco- 
nomic growth at a high and sustainable 
rate that the budget be kept balanced 
and that we act responsibly in financial 
matters.” 

Here is how Eisenhower sees the 
budgets for the current fiscal year and 


for fiscal 1962, which begins next 
July 1: 
1960-61 1961-62 
(Billions of dollars) 
Receipts .... $79.0 $82.3 
Expenditures . 78.9 80.9 
Surplus ..... 0.1 3.5 


Even before the Kennedy Adminis- 
tration begins revising Eisenhower's 
budget figures, there is hardly a chance 
that Eisenhower’s balances will hold 
up. His projected $79-million surplus 
for the current fiscal year, for example, 
assumes that Congress will pass a postal 
rate increase by Apr. 1 that is bigger 
than the surplus. 
¢ Likely to Balk—Congress is not likely 
to do this. Since the surplus is predi- 
cated on extra postal income of some 
$160-million in the second quarter of 
calendar 1961, this one item alone will 
turn fiscal 1961] into a deficit of about 
$80-million. 

Many economists are also extremely 
doubtful about the federal income fig- 
ures projected for both fiscal 1961 and 
1962. These are based on an assump- 
tion that the gross national product will 
climb to nearly $515-billion within the 
next 18 months without any help from 
new government spending or tax relief. 

The $1.5-billion surplus estimated for 
fiscal 1962 is based on the assumption 
of a business upturn almost immediately 
—and the extremely unlikely prospect 
that Congress will: 

e Approve a postal rate increase 
of more than $640-million a year. 

¢ Increase the present gasoline tax 
by 4¢ per gal. to 44¢ and extend the 
new rate through 1972 to pay for the 
interstate highway program.  [isen- 
hower also called for repeal of the 
projected diversion from the general 
fund of 5% of auto and auto parts 
excises—a diversion aimed at fattening 
out the lagging highway trust funds. 

e Increase the tax on aviation 
gasoline from 2¢ to 44¢ a gal. and im- 
pose the same rate on now-untaxed 
jet fuels to pay for the federal airways 
system. 

Eisenhower also finds a surplus in 
fiscal 1962 by failing to provide funds 
in the budget for a number of new 
programs he is proposing. A good ex- 
ample is his request for a high-energy 
linear electron accelerator at Stanford 
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University. The estimated cost of $120- 
million is not included. 

¢ Peacetime Record—Eisenhower’s fi- 
nal defense budget of -$42.9-billion is 
$1.4-billion over the current rate of 
spending and would represent the high- 
est peacetime rate of military expendi- 
tures in U.S. history. 

It is, nevertheless, described as 
“tight” by Pentagon officials. Eisen- 
hower did not authorize any significant 
new projects nor did he approve any 
major program extensions beyond those 
presently scheduled. In some cases, he 
sharply trimmed service requests for a 
number of key programs. 

So, the expectation is that the Ken- 
nedy Administration will slowly but 
surely make some wide-sweeping re- 
visions in the Eisenhower defense 
budget, earmarking extra funds for a 
variety of new weapons projects. In 
fiscal 1962, these could add as much as 
$2-billion to defense spending plans. 
¢ “Obligations’—The Eisenhower de- 
fense cuts show up most clearly on the 
so-called “obligation” side of the budget 
—figures representing the volume of new 
contracts to be awarded to industry in 
the next fiscal year. 

New procurement orders and new 
research and development contracts in 
the Eisenhower budget would total 
$19-billion, some $793-million below 
the current rate of contracting. The 
total for new construction contracts is 
$1.2-billion, a drop of $168-million. 
The budget also reflects the strategic 
shift from manned bombers to inter- 
continental ballistic missiles. A few 
years ago, the Pentagon set aside twice 
as much money for bombers as for 


ICBMs. In the lastest budget, the 
four major missile programs—Atlas, 
Titan, Polaris, and Minuteman—are 


allocated $3.9-billion in new contract 
funds, four times as much as is con- 
templated for manned bombers. 

¢ NASA Program—Another big boost 
in the Eisenhower budget for fiscal 
1962 is intended to speed the nation’s 
civilian space program under the Na- 
tional Aeronautics & Space Adminis- 
tration. Some $1.1-billion is budgeted 
for this program, an increase of $194- 
million over this year’s outlays. 

The largest chunk of the NASA 
budget—some $250-million—will go 
toward development of the huge 1.5- 
million-lb.-thrust booster Saturn. This 
is a $20-million increase over funds 
allotted to the Saturn project this 
year. 
¢ Economic Report—In the final Eisen- 
hower economic report, the outgoing 
Council of Economic Advisers—Ray- 
mond J. Saulnier, Karl Brandt, and 
Henry C. Wallich—takes a long look at 
the business picture and decides that 
“an increase in general economic activ- 
ity should not . . . be long delayed.” 

When the upswing does come, the 
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report says, it will be solidly based be- 
cause it was the deliberate policy of the 
Eisenhower Administration to bring 
inflation under control. 

“Some temporary acceleration of 
growth might have been achieved if 
expectations of price increases had been 
allowed to persist and to become firmly 
rooted. But the unsustainable nature of 
such growth would now be confronting 
the economy with the need tor far- 
reaching and painful correction. 

“Because. action to maintain stability 
and balance and to consolidate gains 
was taken in good time, the economy 
can now look forward, provided public 
and private policies are favorable, to a 
period of sound growth from a firm 
base.” 

Saulnier admitted at a briefing tha‘ 
the last key economic indicator—hous- 
ing starts—brought bad news on the 
same day that his analysis supporting 
an upturn was made public. Saulnier 
said that he had expected a decline in 
December, but he admitted that they 
dropped lower than he expected them 
to drop. The figures showed a season: 
ally adjusted annual rate of 990,000. 
compared to 1,212,000 in November 


and 1,451,000 in December, 1959. 
e Inventory Adjustments—The current 
business slide, the economic report says, 
is directly traceable to inventory adjust- 
ments. As a matter of fact, it adds: 
“Final demand for goods and services, 
which is the total of expenditures in the 
economy exclusive of inventory adjust- 
ment, has continued to move upward. 
It rose $4.6-billion, on an annual rate 
basis, in the last quarter of 1960, to a 
total of $507.5-billion.” 

Other plus factors expected during 
1961 include increases in federal, state, 
and local government expenditures, a 
rise in housing starts, and a boost in 
consumer spending. The federal govern- 
ment, says the report, already has done 
all it should to stimulate the economy. 
e Production First—The anticipated 
gains in production, it says, “may well 
become evident prior to a resumption 
of gains in employment and reductions 
in unemployment.” 

Because of continued prosperity 
abroad and government efforts to curtail 
the flow of gold from this country, the 
Saulnier report says, “present prospects 
favor a reduction in the over-all balance 
of payments deficit in 1961 as a whole.” 


Steel Strikes: How Harmful? 


Contrary to common opinion, a new Labor Dept. report 
maintains that the effects of postwar steel stoppages on the 
economy have been highly exaggerated. 


The Eisenhower Administration’s la- 
bor experts this week challenged some 
long-held theories on the impact of 
major strikes in the basic steel indus- 
try—and fired a parting shot at the new 
Administration’s proposals for handling 
such disputes in the future. 

A detailed 317-page survey of five 
major steel strikes since 1946 warns that 
the public has misunderstood the effects 
of postwar steel stoppages. The facts 
“do not warrant the public consterna- 
tion and outcry that have occurred in 
the past,” the study suggests. 

In reality, the report says: 

¢ Steel strikes had only a negligi- 
ble impact on the economy. 

¢ Wage increases after steel strike 
settlements did not create higher pay 
patterns in industry generally. 

¢ Steel price advances based on 
higher labor costs did not independently 
affect prices in other industries. 
e Exaggerated Threat—The popular 
theory that steel strikes threaten thie 
national security and lead to emergen- 
cies is exaggerated, the report says, and 
federal intervention based on such a 
belief only delayed actual strike settle- 
ments. A variety of devices have been 
used by government to end steel strikes, 
but only one was really successful. The 


report describes this as “mediation with 
a club,” the technique used by then 
Secy. of Labor James P. Mitchell and 
Vice-Pres. Richard Nixon, to end the 
1959-60 steel dispute. 

Even there, it’s questionable whether 
the Taft-Hartley Act injunction used 
to stop the 116-day strike was really 
necessary. The report suggests that an 
order requiring the production only of 
steel needed for actual defense pur- 
poses would be better than the broad in- 
junction used then. 

Without naming Pres. Kennedy or 
his Secretary of Labor, Arthur J. Gold- 
berg, the survey takes issue with strike- 
settling machinery proposed by both. 
Kennedy has indicated he will ask Con- 
gress for a range of weapons against 
major labor disputes—such as seizure 
power, fact finding with recommenda- 
tions, ad hoc emergency boards, and 
other devices along with the present 
Taft-Hartley injunction procedure. 

* Too Many Weapons—The steel re- 
port charges that this “‘arsenal of weap- 
ons” plan is “over-stated as an effective 
approach,” and says it is more likely to 
frustrate settlements. Actually, the re- 
port contends, there are few feasible 
intervention moves; and management 
and labor—“knowing the convictions 
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on camera, 
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we use Delta Air Freight” 


tSLEPROMPTER 
STAGING 
LEW YORK. 





TelePrompTer Corp., New York, produces 
closed-circuit TV programs nationwide, 
ships special electronic projection equip- 
ment by air, relying heavily on Delta’s 
scheduled Air Freight service. 


“Meetings via closed-circuit television 
have become so popular with business 
and industry,”’ reports Barry Burnstein, 
Traffic Manager, “‘that we have to use 
the fastest, most reliable means of ship- 
ment to assure prompt delivery. By 
using Delta Air Freight we also eliminate 
heavy crating, excessive paperwork and 
handling. Air freight is a daily tool of 
business with us. It has helped us widen 
our service and please more customers.” 


Profit from Delta’s 


~~ BIG PLUS 


Serra aie vines 





Delta operates all-cargo flights and in 
addition carries freight on every passen- 
ger flight, including Jets. All-cargo 


flights serve Atlanta * Chicago + Char- 
lotte + Dallas * Houston * Miami 
New York * New Orleans + Orlando 
Philadelphia + Memphis 
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GENERAL OFFICES: ATLANTA AIRPORT, ATLANTA, GA. 
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and attitudes of the Chief Executive”— 
are likely to guess what he will do. 

Absence of Goldberg’s name in the 
exhaustive report is particularly notable 
since he was directly involved in each 
postwar strike as general counsel and 
chief strategist for the United Stecl- 
workers. Goldberg has warned that the 
country cannot tolerate more strikes as 
severe as the last 116-day walkout. The 
report takes indirect issue with the view- 
point by discounting the seriousness of 
all postwar steel stoppages. 

The strike in 1959 was the fifth in 
10 postwar bargaining periods in the 
basic steel industry. Because of public 
apprehension at that time, Secy. 
Mitchell asked E. Robert Livernash of 
Harvard to head a one-year study of the 
cause and effects of steel strikes. Staff 
aides were supplied by the Labor Dept. 
¢ Critical Reception—A first draft of 
the report to Mitchell was circulated 
privately among industry and union 
leaders. It got a critical reception from 
both. The draft released in Washing- 
ton this week is the second and revised 
report—corrected for errors but not side- 
stepping controversial views. 

Neither industry nor labor people are 
happy about all that it says. One in- 
dustry spokesman said that its conclu- 
sions can be—and will be—challenged 
on some points. 

In releasing the report as his last 
— document, Mitchell said that he 
opes that its circulation will mean “a 
much more sophisticated public” when 
the steel industry-union — bargaining 
opens in 1962. It is the quick public 
outcry, he feels, that brings the gov- 
ernment into steel disputes; without in- 
tervention—or a quick prospect of it— 
the parties are more likely to reach 
negotiated settlements on their own, 
Mitchell believes. 

Supporting this belief, the report con- 

tends that each postwar settlement in 
steel strikes came when the strike 
reached a critical stage at which public 
and other coinciding pressures “became 
substantially irresistible.” 
* Competitive Pressures—The report 
warns that because of competitive con- 
ditions in the industry, producers and 
the union may be unable to afford long 
strikes in the future. So far, however, 
the growth of steel imports is not seen 
as a serious threat; during the 1959-60 
dispute the rise in the volume of im- 
ports was relatively small—from 2% to 
4.9%, mostly in specialty steels. 

Domestic competition is a_ bigger 
problem, the report says: It attributes 
part of the growth of such competitors 
as plastics, cement, plywood, and alu- 
minum to labor uncertainties and pe- 
riodic strikes in the steel industry. The 
downturn in the steel export market is 
regarded as an even more important 
problem. Exports of steel have dropped 
steadily since 1955. END 











SUCCESSFUL MANAGERIAL 
CONTROL BY 
RATIO-ANALYSIS 


Fully describes the concept and procedures 
of ratio-anaiysis for more efficient control 
over managerial responsibilities. Shows how 
to reduce company statistics and data to 


significant ratios, and interrelate their 
movements to provide accurate information 
essential in proper management evaluation, 
diagnosis, decision-making, and planning. 
By Spencer A. Tucker, Martin & Tucker, 
Mgmt. Consultants. 434 pp., 191 illus., 
charts, and tables, $11.00 


ECONOMIC ISSUES 
OF THE 1960’s 


A penetrating insight into vital issues that 
will play a major role in shaping the course 
of the economy during the 1960’s. Analyzes 
the inflation issue, problems of growth and 
recession, and what can be done about 
them. Also covers monetary and fiscal pol- 
icy, the spending pattern of the American 
people, the current state of the theory of 
the trade cycle and its control, and more. 
By Alvin H. Hansen, Harvard Univ. 244 
pp., $7.50 


LEADERSHIP AND 
ORGANIZATION 


A Behavioral Science Approach 


Presents vital facts on key areas of human 
relations as applied in modern business and 
industry. Covers leadership training, deci- 
sion-making, productivity, morale, bureau- 
eracy, status, and more. Shows how 
personality, group, organizational, and cul- 
tural variables affect each of these areas, 
and outlines practical applications of hu- 
man relations in formal organizations. By 
Robert Tannenbaum, Irving R. Weschler, 
and Fred Massarik, UCLA. 480 pp., 16 
illus., $7.50 


PRACTICAL BUSINESS 
PSYCHOLOGY 


Gives you a practical knowledge of the 
human being as he behaves in the business 
world—to help you improve the perform- 
ance of your work force. Revised edition 
brings you abreast of advances in such 
areas as personal efficiency, work organiza- 
tion, goal setting, and job training. Hun- 
dreds of examples cover person-to-person, 
person-to-group, and person-to-work rela- 
tionships. By Donald A. Laird and Eleanor 
C. Laird. 3rd Ed., 442 pp., illus., $7.75 


10 DAYS’ FREE EXAMINATION 


! a, Hill Book Co., Dept. ie 21 1 

| 327 W. 4ist St., New York 36, | 

| Send me book(s) checked be Sie for 10 days’ exami- | 
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sis, $11. 
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: © Laird & Laird—Prac. Business Psych., $7.75 
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There are piles of facts, figures and forecasts (and we’ll be glad to send them to you) that will convince you a New 
York State location can be one of your business’s greatest assets. But to boil it down to a few bold words: New York 
State offers you the nation’s most rewarding business climate to work in. . . grow in. . . succeed in. m Much of the 
credit goes to the “hard-hat” businessman administration Governor Rockefeller has put to work in Albany. It has 
launched a program that established sound financial policy, tightened the administration of all departments, organized 
the Advisory Council for Advancement of Industrial Research and Development to speed the accomplishments of 
science from laboratory to industry and taken other steps to assure continued, rapid business growth in New York State. 
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We'll compile a report tailored to your specific new plant needs. Write Commissioner Keith S. McHugh, Dept. of Com- 
merce, Room 152, 112 State St., Albany 7, N. Y. (All contact between your office and ours will be kept under our hat.) 
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GET UP TO DATE ON NEW YORK STATE ...WHERE 
THEY°RE TALKING THE BUSINESSMAN’S LANGUAGE 









Stapleton Houses, Staten Island, N.Y. 
Owner: The New York City Housing Authority 
Architects: Ballard, Todd and Snibbe 

Mechanical Engineers: Carlson & Sweatt | ~ 
Mechanical Contractor: H. Sand & Co. 


SPACE HEATING...DOMESTIC WATER HEATING...SNOW MELTING 


ALL PROVIDED BY A B&G Hydro -Fié SYSTEM 


This example of contemporary mass housing employs 
hydronic heating at its versatile, economical best. Space 
heating, domestic water heating and snow melting are 
all effected by means of circulated hot water. Primary 
and secondary pumping, as conceived and developed by 
BseG engineers, makes possible this triple function 
system. 











nae Where multiple buildings or multiple zones are to be 
nis ge heated with circulated water, this pumping method 
materially reduces the pump horsepower required, 
improves heat control and saves fuel. 





This installation is basically a two-zone primary 
distribution system with 3 secondary heating zones, 1 
secondary domestic water zone and 1 secondary snow 
melting zone in each building. 


BeG engineers will gladly provide detailed informa- 
tion on this more efficient, more economical method of 
heating with circulated water. 
















=) Bett & Gossett 


ey Cc OM P AN Y 
® Dept. GM-30, Morton Grove, Illinois 


Other plants at Chicago, Illinois + Midland Park, N. J. 
Longview, Texas + Gladstone, Michigan « Broomfield, Colorado 
New York Office: 101 Park Ave., New York 17, N.Y. 
Canadian Licensee: S. A. Armstrong, Ltd., Toronto 16, Ont. 







In this typical B&G Primary- 
Secondary Pumping system 
the primary main is contin- 
uously circulated by a B&G 
Universal Pump and smaller, 
thermostatically controlled gooster 
B&G Booster Pumps supply PUMP 
separate heating zones. 











Refrigeration ° 
Compressors Package Liquid Coolers Marlow Pumps Centrifugal Pumps Heat Exchangers Oil-less Air Compressors 
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In Washington 


Suggested Shift of FTC’s Antitrust Powers 


Is Called a Sellout by Commissioner 


A member of the Federal Trade Commission last 
week blasted the suggested “emasculation” of its juris- 
diction over antitrust laws. He attacked the Antitrust 
Div. of the Justice Dept. for what he said was its un- 
willingness to help FTC win antitrust fights in the courts. 

William C. Kern, a Democratic member of the com- 
mission, said the recommendation by James M. Landis 
to Pres. Kennedy that FTC be stripped of most of its 
jurisdiction over the antitrust laws would be a “sellout.” 

Landis, in his special report on the regulatory agencies, 
suggested that FTC’s jurisdiction over the Clayton Anti- 
trust Act—except for the Robinson-Patman provisions that 
bar discriminatory pricing—be given to the Justice Dept. 

Instead, Kern said in a speech in Houston, FT'C’s own 
powers in the antitrust field should be bolstered so it 
can be a more effective trustbuster. At present FTC 
must initiate court action to enforce its orders through 
the Justice Dept. but, said Kern, “this department has 
refused to enforce our orders by way of penalty pro- 
ceedings .. .” 

Kern said the FTC should have power to go directly 
to the federal courts to enforce its decisions, that it 
should have injunction power to stop mergers before 
they are brought about, and that the federal government 
should be informed of merger plans prior to their con- 
summation. 

e id e 


Seaborg to Head AEC as Kennedy 
Fills Main Sub-Cabinet Posts 


The new Administration’s sub-Cabinet appointments 
begin to shape up. 

Glenn T. Seaborg, 48-year-old Nobel Prize-winning 
chemist-educator, designated as Atomic Energy Commis- 
sion chairman. He has a high degree of scientific and 
administrative skill; will head AEC at an important de- 
velopment period for weapons, peaceful energy, and dis- 
armament. His position on nuclear weapons test ban is 
unknown; may be developed during Senate committee 
hearings on confirmation. 

Elvis J. Stahr, Jr., 44, president of University of West 
Virginia, picked for Army Secretary. He is a Rhodes 
Scholar, lawyer, combat officer in World War II, special 
assistant to Army Secy. Frank Pace during the Korean 
conflict. Stahr served on Kennedy’s special task force on 
depressed areas. 

Former Gov. George Docking of Kansas, 56, a Demo- 
crat defeated in a reelection attempt, named to board of 
directors of Export-Import Bank. Docking is a former 
banker. 

Herschel C. Loveless of Iowa, 49, nominated for De- 
fense Renegotiation Board. 

Robert J. Burkhardt, Jr., 44, named Assistant Post- 
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master General for facilities. An engineer by profession, 
Burkhardt directed Kober B. Meyner’s first campaign 
for governor of New Jersey; earlier served as assistant to 
the chairman of the Democratic National Committee. 

John M. Lecldy, 46, to be Assistant Secretary of the 
Treasury for international affairs. For nearly four years, 
he has served in the State Dept. as special assistant to 
C. Douglas Dillion, s!ated to become Treasury Secretary. 

Kennedy also filled four top posts in the Dept. of 
Health, Education & Welfare. Dr. Wilbur Cole, an 
expert on social security who headed the Kennedy task 
torce on medical care for the aged, was named Assistant 
Secretary for legislative matters. Ex-Rep. James M. 
Quigley, from Gettysburg (Pa.) district, Assistant 
Secretary for federal and state matters. Dr. Luther L. 
Terry, a career Public Health Service man and assistant 
director of the National Health Institute, named Sur- 
geon General. Alanson W. Willcox, onetime govern- 
ment attorney, named General Counsel. 


U.S. and Canada Sign Treaty 


For Joint Development in Rivers 


Pres. Eisenhower and Canadian Prime Minister John 
Diefenbaker this week signed a treaty for water and 
power development of the upper Columbia aid Koote- 
nai Rivers in both countries. 

The treaty, which followed two years of negotiations, 
new goes to the U.S. Senate and Canadian Parliament 
for ratification. Basically, it calls for the U.S. to build 
Libby Dam on the Kootenai River, Mont., and for 
Canada to build Duncan Lake and Arrow Lakes dams— 
all within five years—and for Canada also to build Mica 
Creek Dam within nine years. 

Canada’s upstream dams would provide the U.S. with 
15.5-million acre-feet of water storage for flood control 
and improved electric power output at existing Columbia 
River dams. The U.S. eventually would pay Canada 
$64.4-million for flood control benefits and could buy 
still more flood control storage, in an emergency. 


Polaris Missiles May Be Added 


To Nuclear-Powered U.S. Cruiser 


The Navy says it is still unofficial, but well-informed 
sources say the decision has been made to install eight 
Polaris missiles on the nuclear-powered cruiser Long 
Beach, due to be completed by August. The Polaris 
system, however, won’t be installed for another year 
or two. Presumably, the Navy is waiting for the longer- 
range (1,500-mi. or 2,500-mi. version) to be developed. 
Range of the current Polaris is 1,200 mi. 

Installing the system in the cruiser is reported to cost 
about $50-million and take some four months. No fur- 
ther surface vessels are earmarked now for Polaris mis- 
siles, but some top brass eventually would like to put 
the system in other cruisers and even in aircraft carriers. 
There is some thinking, too, of outfitting merchant-type 
NATO vessels with the Polaris system. 
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THE MARKETS 





Stocks Wall Street 
liked just a year ago... 


.« - And what happened 


E. F. Hutton & Co. 
“Ten companies developing new trends” 


DOLLAR PRICE DOLLAR PRICE 


1/4/60 12/30/60 
Pilied ‘Cliemical «20/50 6. cos ss $5634* . 20 $54 
Beckman Instruments .......... 65% .. ae 91 
Carborundum Co. ............. 49... .. 45% 
Clue; PeGnOGy. ......005 66 ssu5 61% .. ae 61% 
Fairchild Camera & Inst. ..:..... 141% .. ae 142 
en SR a ara se 32% ..e 22% 
Fibreboard Paper ............. 46... .e 29% 
International Tel. & Tel. ......... 3856 . . Wee 47% 
National Dist. & Chem. ......... 3356 . . fee 25% 
Radio Corp. of America ......... 6836 . . eae 52 


to them 


*Adjusted for a 2 for 1 stock split. 


Shearson, Hammill & Co. ‘‘Moderate priced 
reinvestment suggestions for 1960 — $9 to $14 range” 


DOLLAR PRICE DOLLAR PRICE 


1/4/60 12/30/60 
Merrill Lynch, Pierce, Fenner & Smith, Inc. Ailanhoiy <GOEn. <<<. <:< s.-<.4a5% $1234 . ieee $10'% 
“Selected Issues —Investment Type: Growth”’ snails ud 06> 0, 06.6 See a ease vecete Ms oo + oan 
DOLLAR PRICE DOLLAR PRICE Cadehy Praene. 3. ks ee 14% . .ae 93% 
1/4/60 12/30/60 a ee & Airplane...... 844 . ae % 
American Natural Gas ......... $59.... Fis $812* ae dene tie ayaa Teak > —_ nn 
‘ : ; ’ ee a 
Continental ee eens 55% .. ae 55% billy Peat Meads et 14%, . ane 
Row ‘Ghemacal . 6.0 bis oset 3 9634 .. Bae 74 ‘iy 
General Motors ..............-. 54)... Bae 4052 “Name changed to Utilities & Industries Corp. 
2 Seen or eet 352 .. Bae 33 
Minn. Mining & Mfg. ...........- 57'2** 732 Kidder, Peabody & Co.’s 
Monsanto Chemical ............ 54). .. fae 46 “Inventory of investment ideas” 
Bere eID: obs hos chk bh ioxke 42... . ie 46% 
Phillips Petroleum ............. 46% ...... 53% DOLLAR PRICE DOLLAR PRICE 
Standard Oil of Calif. .......... 49... . 47’ 1/4/60 12/30/60 
*Stock split pending — 2% for 1. | TREN PIE Se RET es $3434* .iae $2352 
"*Adjusted for 3 for 1 stock split, em odors oetc. cae 21%** .... 48% 
cere! os 6 de ii Sasa, dee 33*** ee 35% 
Bache & Co.’s Chemical Bank N. i Sc. eee 67. .. 59 
6 Aa ne . ie Colgate-Palmolive ............ 40% . ae 32% 
Selected List’’ for ‘‘intermediate-term gain Columbia Broadcasting . . 44, . ee 
DOLLAR PRICE DOLLAR PRICE esau sea * One Giec. 2.66. oP .. ae <a 
Et oe ee a ee ee ee eT /4 . ae 
P see 1/4/60 12/30/60 Eastman Kodak ............... 107... Jee 111% 
American Airlines ............. $25\e .. Hee $21% General View & Rubber... «i. .<.«. 78% . ae 5412 
Burlington Industries ........... 23.... ze 16% MR eer Ts ee 45, . 35% 
Consolidated Freightways ....... 19% ...... 8% Re ee ra oe 35% . aoe 33 
Dixon Chemical & Research ...... 1334 . . ee 82 homme Maseebnds «6. seen hoa 55... pa 62% 
Eastern Gas & Fuel ............ 29% .. tae 29'2 RRB ANS” A SRN eI 437... aaa 593 
Walter E-Hetler ...6cGs eee 392 .. eee 51% SEE ie» Ta te pee me 32%. eee 30 
mois Rented’... och va 45% .. Bae 31% 1 NEE Ege ee rk 108% . meee 157 
Loew's Theatres .............. 15% ...... 16 Gotaiiiin (Gore. <2. 6.5. fais wrseeeee 73% . See 5512 
Nat‘l Malleable & Steel Castings... 41354 ...... 24% Texas Instruments .. bs 165% 180% 
Sey MN 600.505 oases ee 255% . ue 21% er EEA PRPS Bera 
Westen Wmen. . 36 7isde awk ae . 50% . eae ee ap i rapreatslictados adn esa eure 


Data: BUSINESS WEEK 


A Bad Year for 


Wall Street’s professional crvstal ball 
gazers—the security analysts—had a 
rough time last vear. The market as a 
whole trended downward—industrial 
stock prices ended 1960 about 10% 
under their level at the start of the year 
—which complicated the task of picking 
potential gainers. 

Brokerage firms depend on _ recom- 
mendations to stimulate business, so 
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** Adjusted for a 2 for | stock split. 


*** Adjusted for a 3 for 1 stock split. 


they keep their analysts busy looking 
for “buy” recommendations that can 
be used by their customers’ men. Last 
year, Wall Street’s pickers came up 
with a normal number of choices, but 
because the market turned sour, their 
performance left something to be de- 
sired. They did hit a number of win- 
ners, but these were few and far be- 
tween compared to 1959, when most 


the Analysts 


stock prices were rising quite steadily. 
¢ Many Losers—As you can see from 
the table above, losses far outnumbered 
the gains on brokerage buy lists—assum- 
ing that the recommended stocks were 
bought on the first trading day of 1960 
and sold on the last. 

It’s true, of course, that no broker 
allows his list of recommendations to 
remain stable during a declining mar- 


BUSINESS WEEK e Jan. 21, 1961 


























dily. 
rom 
ered 
sum- 
were 
1960 


‘oker 
s to 
mar- 


1961 








When you send word down 
the line to cut costs... 


i : 
here s something else 
you can do 


Pick up the phone — call your local Bellows-Valvair 
Field Engineer — ask him to show you and your 
production managers his “Spot-a-mation File” — scores 
of cost-cutting ideas that can be applied to an almost 
unlimited range of operations in any industry. 

These are practical, proven ideas. They have been 
furnished to us by companies whose production people 
are faced with the same problems as yours. You can 
adapt, modify or tailor these ideas to your operations, 
in your own tool room, without much in the way of 
capital investment. And you can do it quickly. 


If you prefer: 


Drop us a note on your letterhead and ask 
for a set of the SPOT-A-MATION FILES. 
No cost. Just write Dept. BW-161, Bellows- 
Valvair, Akron 9, Ohio. 





Bellows -\/alvair 


AKRON 9, OHIO 
DIVISION OF INTERNATIONAL BASIC ECONOMY CORPORATION (IBEC) 








The cost of this multiple drilling operation 
on a small brass part was dropped from 
$1.53 per hundred parts to 15 cents per 
hundred with this tool-room-built special ma- 
chine made with Bellows-Valvair work units. 


This special machine built by engineers at the 
Naval Ordnance Plant in Macon, Ga., with 
Bellows-Valvair “Controlled-Air-Power” work 
units saved $82,754.00 on one contract alone. 
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The Minneapolis-Honeywell Reg-. 
ulator Company was able to 
reduce the cost of this operation 
from $17.40 per thousand to 
$14.36 per thousand by install- 
ing Bellows Air Motors on a 
standard turret lathe. 
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ket. Many of the losers in the table 
were tabbed as “sells” by the houses 
that had recommended them long be- 
fore they reached their yearend levels. 
And a number of stocks—Fairchild 
Camera & Instrument for example— 
enjoyed sharp runups during the year, 
when investors could have taken hand- 
some profits, and then dropped back by 
late December. 

e Bullish Predictions—But even so, 
Wall Street analysts were writing ex- 
tremely bullish letters just a year ago. 
Privately, they were a lot less optimistic 
(BW—Dec.26’59,p78). The fact that 
the market did not behave as expected 
burned deeply. And it’s quite obvious 
that they are still licking their wounds. 

A year ago, Bache & Co. said that 
“a sharp spurt in plant and equipment 
outlays by business, coupled with rising 
sales of consumer durables and efforts 
ty industry to rebuild depleted in- 
ventories of steel products, should spur 
the economy to new high ground, with 
only housing among the major areas of 
the economy not sharing in the surge.” 
And A. M. Kidder & Co., Inc. told its 
clients in January, 1960, “for the im- 
mediate future” to give “consideration 
to cyclical issues with remaining upside 
potentials, such as steels, autos, and 
auto components (including tires) . . .” 
As it turned out, steels, autos, and rub- 
bers were three of the six worst per- 
forming stock groups in 1960 (BW— 
Jan.7’61,p74).  “There’s not much 
doubt,” says one analyst, “that there 
are a lot of red faces along Wall Street 
these days. We're in about the same 
position as the political pollsters were 
in 1948 after Truman beat Dewey.” 
¢ Cautious Approach—-Most Wall 
Street firms are still using their crystal 
ball gazers. But in most cases investors 
are being warned that making money 
in stocks will not be easy. Moreover, 
analysts are clearly split between those 
who are thinking in terms of a further 
decline, and those who think that a 
new bull market may be under way. 

A. M. Kidder, for example, is now 
limiting its choices for 1961 to “such 
typical defensive groups as electric utili- 
ties, telephones, foods, and tobaccos.” 
Eastman Dillon, Union Securities & 
Co. is sticking close to the consumer- 
oriented service industries, which are 
usually considered good recession 
hedges; and Carl M. Loeb, Rhoades & 
Co. is focusing on education, electron- 
ics, applied science, and recreation. 
¢ Basic Problem—The hedging of an- 
alysts right now points up a basic prob- 
lem that research men in a brokerage 
have to face: whether the market looks 
good or bad, they have to keep on 
turning up “buys” for their firms’ regis- 
tered representatives to sell. And be- 
cause the big wire houses cater to a 
mass market, they have to come up 
with stocks to fit practically every taste. 
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It’s a rare house that will ignore a popu- 
lar industry—even when its own analysts 
are bearish on industry prospects. 

Thus, Harry D. Comer, director of 
research for Paine, Webber, Jackson & 
Curtis, was clearly nervous about the 
market a year ago. In December, 1959, 
he told his clients that “from an income- 
producing standpoint, it is obvious that 
bonds now surpass common stocks as 
an inflation hedge by a wide margin.” 
But he did point to 15 “businessmen’s 
risks for fair income plus apprecia- 
tion,” including Allis-Chalmers at 35 
(now 26%), Blaw-Knox at 55 (now 343), 
and Chrysler at 70 (now 393). 

There’s no way of getting around 
this problem. Brokers want to keep 
their customers trading. The only way 
to do this is to find stocks the firm 
thinks are likely to go up. 

e News and Analyses—But most firms 
can’t depend on one or two recom- 
mendations. They expect their research 
men to provide: (1) day-to-day news and 
notes about the market, and (2) solid 
analyses of company and industry de- 
velopments that provide the firm’s reg- 
istered representatives with some spe- 
cific recommendations. But many 
houses tend to put greater emphasis 
on their day-to-day market letters than 
on the comprehensive research studies. 

Last year’s experience makes clear 
that Wall Street brokers are going to 
have to put more time and effort into 
research—and to upgrade the quality of 
the studies being published. 
¢ Discriminating Investors—For one 
thing, institutional investors more and 
more are dominating trading in the 
stock market and they won't accept 
second-grade investment ideas. And, 
particularly among the mutual funds, 
they make a practice of rewarding a 
broker for a good idea with a handsome 
amount of commission business. 

Even in the mass market, investors 

are becoming more _ discriminating, 
principally because the stock market it- 
self is becoming selective, and the old, 
tried-and-true blue chips are no longer 
doing quite so well. McDonnell & Co., 
Inc., for example, has based a rapid ex- 
pansion in its business on an investment 
research department that has been suc- 
cessful in coming up with off-beat in- 
vestment ideas that have paid off. And 
Laidlaw & Co., an old-line private 
banking firm that also does broker- 
age, has been attracting attention ever 
since it took a top financial journalist 
in as general partner in charge of its 
research department. 
e Greater Selectivity—And some brok- 
ers, just because the market is so selec- 
tive, shy away from the idea of a recom- 
mended list at all. “Most of these buy 
lists,” says J. Walter Leason of Gregory 
& Sons, “are nothing more than the 
500 largest U.S. corporations, with a 
few of the obvious losers culled out.” 


Wall St. Talks . . . 


.. . about “third dollar 
wave,” Pru’s curb on foreign 


lending, American Electric 


Power-SEC accord. 


Swiss bankers are talking about a 
“third dollar wave” which started flow- 
ing into their coffers just before Christ- 
mas. The first wave came last summer 
as a result of the Cuban and Congo 
crises; the second was in October at the 
time of the London gold rush. The 
third wave may be one of the things 
bothering U.S. officials trying to figure 
out the deficit in our balance of pay- 
ment for 1960. There has been a big 
jump in unexplained—and in some cases, 
unrecorded—dollar transfers, which still 
haven’t been traced. 


Prudential Insurance Co.’s new presi- 
dent, Louis R. Menagh, Jr., plans to 
put a brake on the company’s foreign 
lending. The Pru recently made a $100- 
million loan to Mexico and a $30-mil- 
lion loan to a Japanese steel company. 
“We feel we’ve done our bit,” says 
Menagh. 


The bowling twins, Brunswick Corp. 
and American Machine & Foundry Co., 
keep playing the game “anything you 
can do, I can do better.”’ First Bruns- 
wick split its stock 2-for-l; AMF fol- 
lowed with a similar split, plus an in- 
crease in its dividend. Next, Brunswick 
sold $25.6-million in convertible de- 
bentures, on a rights offering. This 
week, AMF filed for $40.5-million of 
convertibles, with each holder allowed 
one $100 debenture for each 20 shares. 


The coin shortage troubling the na- 
tion’s banks shows no sign of letting up. 
The Federal Reserve Bank of New 
York, in fact, has instructed member 
banks not to issue coins to collectors— 
who are already paying a premium for 
1961 minted coins. 


The dispute between American Elec- 
tric Power Co. and the SEC over how 
to account for deferred federal income 
tax has been settled. SEC wanted the 
deferred tax labeled as a liability, AEP 
as pazt of earned surplus. The solution, 
which favored AEP, was the creation 
of a new account on AEP’s books called 
“Accumulated Amount Invested in the 
Business Equivalent to the Reduction 
in Federal Income Taxes Resulting from 
Accelerated Amortization and Liberal- 
ized Depreciation, Which is Recorded 
as Earned Surplus Restricted for Fu- 
ture Federal Income Taxes in Accounts 
Maintained Pursuant to State Regula- 
tory Requirements.” 
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The optimum piggyback service combines 
the efficiency of long hauls by rail, the 
economy of short hauls by truck. What 
makes this ideal combination possible is 
the existence of piggyback facilities in 
numerous key areas. 

The Rock Island map above shows how 
piggyback ramps blanket the system— 
and how, if the destination of your ship- 
ment is outside Rock Island territory, you 
can reach into every corner of the nation 
through Rock Island’s direct interchanges 
with other railroads. 


INTERCHANGES 





Strategically located piggyback ramps 
-- another goed reason for shippixg Rock Island 


So capitalize on this complete transpor- 
tation service. Next time you ship piggy- 
back, ship via the Rock Island railroad. 
Get the benefit of strategically located 
ramps and direct interchange points... 
plus equipment engineered to meet your 
requirements...plus the services of ex- 
perienced, conscientious personnel. ..plus 
a shipping plan that best fits your needs. 

Your Rock Island traffic representa- 
tive will be glad to help you put this effec- 
tive combination to work. Why don’t you 
get in touch with him today, or consult... 


ROCK ISLAND LINES 


A. J. FERRELL 
Freight Traffic Manager 
La Salle Station, Chicago 5 








In the Markets 


Investors Decide to Ignore Slump, 
Bet on Early Business Comeback 


Pres. Eisenhower gave a parting gift to the stock 
market this week. In his farewell address, he spoke of 
an early reversal of the business downturn, and _ this 
helped encourage investors who have been betting in 
recent weeks on the very same thing. ‘Thus, stock prices 
as measured by the Dow-Jones industrial index, after 
a brief dip early in the week, resumed their climb. The 
index has now advanced to a point midway between the 
peak and the trough last year. 

While most analysts still haven’t definite evidence of 
an economic upturn, the majority are members of the 
“midyear” club, which expects better business by then. 
Market technicians have an easier chore in defending 
their optimism. Their guideposts—trading volume, new 
highs and lows, and odd-lot figures on purchases and 
sales—all can be interpreted in a bullish fashion. 


Uncertainty About U.S. Refunding 
Casts Shadow Over Bond Prices 


The government bond market was nervous this week, 
with prices seesawing back and forth, reacting partly to 
swings in stock prices and partly to the Treasury's boost 
in the volume of its weekly bill offerings. 

Uncertainty in the bond market also came from the 
fact that a $6.9-billion Treasury refunding is just around 
the corner. This will be the first refunding for the new 
debt management team of Douglas Dillon and Robert V. 
Roosa, and dealers are placing their bets cautiously until 
they get a line on official thinking. 

Donald C. Patterson of Chemical Bank New York 
Trust Co. says he’s hoping for a “very short” issue, 
possibly maturing in August of this year, combined with 
a two- to three-year intermediate- term note. But he says 
it’s too early to get into discussions on what the rate 
ought to be. 

John H. Perkins of Continental Illinois National 
Bank & Trust Co. of Chicago, on the other hand, thinks 
an offering of a single 18-month note is most likely. 
As he sees it, Roosa will have to balance (1) the need to 
avoid forcing down short-term interest rates and hurting 
the balance a payments; (2) the urgent need to lengthen 
the debt, and (3) the market situation on the day the 
decision is made. 

Herbert B. Jones of New York Hanseatic Corp. also 
thinks the Treasury will stay short in its refunding, 
but he’s looking for a more complicated offering. He 
predicts that there'll be a combination of a 10-month 
certificate and a 15-month note. Assuming that rates 
don’t change too much between now and the Treasury 
announcement, he says that 2§% for the certificate 
and 3%% for the note would be “attractive” rates. 

Norman L. Macy of First Boston Corp. votes for 
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an 18month note, which he thinks would appeal to 
most corporate and bank buyers of governments. He 


says “rights” to subscribe to the new notes should be 
given to holders of the maturing obligations, and the 
rate—based on the current market—should be anywhere 


from 3% to 34%. 


A Waiting List for VW Shares, Too, 
As German Auto Maker Goes Public 


The long-awaited sale of Volkswagen shares to the 
German public (BW—Dec.19’60,p132) got off to a sur- 
prisingly unruffled start this week. There’s no doubt the 
offering of 3.6-million shares at $80 per share will be 
successful. 

Even before the first purchases were officially per- 
mitted, some 1.2-million persons had placed orders by 
mail for about 4.8-million shares. This mail-order rush 
is cited as the reason that the first days of business, 
while brisk, did not produce the clamoring crowds that 
the German banks expected. But Bonn officials now 
predict the maximum number of shares that any indi- 
vidual can hope to get will be three. Originally, the 
government ruled that five shares were the maximum. 


Markets Briefs 


United Industrial Corp., which turns out products 
from ready-mix concrete to electronic components, 
admitted that overstatement of some assets may require 
write-downs of as much as $7-million. The New York 
Stock Exchange immediately suspended trading in its 
shares, which ranged last year between 11% and 44. 


The Securities & Exchange Commission last week 
started the final round in its long fight to close up the 
Los Angeles Trust Deed & Mortgage Exchange (BW— 
May28’60,p180). It began criminal action against 
LATDME and five of its officers, charging mail fraud 
and violation of the Securities Act of 1933. LATDME, 
which was thrown into receivership by SEC, once solic- 
ited funds from the public under promise of a “secured 
10% return.” Now its investments look anything but 
secure—an SEC official says investors stand to lose about 
$25-million. 


The “individual industry” mutual fund breathed one 
of its last gasps this week when Group Securities, Inc., 
announced it was putting 12 of its industry group funds 
into its Common Stock Fund. Pres. Herbert R. Ander- 
son ruefully admitted that Group Securities (assets: $163- 
million) would have been several times larger if it hadn’t 
staved with the individual industry funds so long—since 
1933, in fact. 


The way was finally cleared this week for Japanese 
securities to trade on Wall Street. Japan gave permis- 
sion to four top New York banks to issue American 
Depositary Receipts for 16 large Japanese companies. 
The banks are rushing to register the ADRs with SEC, 
and trading may start within 10 days. 
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»| PERSONAL BUSINESS 
He 
be 
the BUSINESS WEEK As an investor, you probably have heard about AT&T’s new “inside” 
wi JAN. 21. 1961 stock offering to its shareholders. You also may be wondering about the tax 
° ’ angles in a deal of this kind. 
Simply put, AT&T is offering its 1.9-million shareholders the chance to 
buy extra shares at a bargain price. For every 20 shares you own, as of 
Feb. 23, 1961, you’ll be able to purchase one more at a healthy discount. If 
you own less than 20 or an uneven amount, you can buy the extra rights 
| needed from AT&T. 
A BUSINESS WEEK 
the The discount will range some 20% to 25% below current stock value, 
be say Wall Street experts. With AT&T selling today at slightly over $105, this 
SERVICE would mean a sales price of around $75 to $80 for each extra share. 
a The company expects to market about 11-million new shares, or roughly 
bd 5% of the 223.4-million shares now outstanding. Time period for the offer- 
oss ing will be about five weeks, starting Feb. 23. 
hat Note: AT&T’s announced increase in dividend--8212/ to 90¢ per share 
ow quarterly, starting July, 1961—-will apply to even the new offering. 
di- 
the 
On the tax side, here’s what happens: 
You do not have taxable income when you exercise your right to buy 
new shares, even though you get them at a profitable discount. 
But you are subject to tax when you sell the uew stock—at the 25%- 
ne maximum capital gains rate, assuming you hold for over six months. 
os. To determine your ultimate gain (or loss) when you dispose of the new 
ure shares, you have to know their cost. This, of course, is what you actually 
ork pay, plus the value of your special “rights.” Here the law provides two 
its methods: You value your rights at zero, so the cost of the new stock is simply 
the cash paid. Or you “spread” the tax cost of the new shares between your 
k old stock and the new-stock rights. 
eck 
the The second method gets complicated, needs expert advice. In any case, 
V— it’s required only when the value of the “right” is more than 15% of the 
nst market value of the required old stock. This is not the case in the AT&T 
1ud deal, so few stockholders will be concerned. 
ie Pointer: Instead of exercising your rights, you can sell them on the 
a market, paying a long-term capital gains tax on any profit (assuming you 
but have held the original shares over six months). Note, too, that a non-owner 
out can buy rights in the open market, and get the new shares on only 25% 
margin. 
—@— 
one 
nC., Studying at home is getting a lot easier. The newest technique is 
nds “programed learning”—the use of textbooks and so-calied teaching machines 
vei that are designed to give information in short, easy-to-learn units. 
n't In both methods, the pupil reads the text, answers the questions, and 
nce checks immediately to see whether he’s right. Both techniques provide a 
gauge to measure understanding-and retention, and permit the student to 
proceed at his own pace. 
ese 
nis- 
xt So far, the only teaching machine for home use is the Min-Max (page 88) 
ies. put out by Grolier, Inc., for $20. The subjects include spelling, elementary 
iC, algebra, and introductory statistics—with reading, German, French, and 
arithmetic on the way. 123 
761 
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All told, about 30 Grolier courses—developed jointly by psychologists 
and educators—will be available by fall. They’ll cost from $7.50 to $15 
each. (General Atronics Corp. and Rheem Califone Corp., among others, 
make teaching machines, but neither is aiming for the home market now.) 


Doubleday & Co., Inc., came out this month with a new TutorText—an 
introduction to electronics. One on trigonometry will be published in April 
($3.95 each). Programed textbooks by Encyclopaedia Britannica Films, Inc.— 
mathematics and languages—will be available in the fall for schools and 
colleges. The company plans to enter the home study field later, as does 
Prentice-Hall, Inc. 

Caution: Educators stress the point that the machines or books can be 
no better than the material prepared for them. So check the length and 
quality of testing the “programs” have undergone before you sign up. 


Even if your son is eligible for military service, he stands a fair chance 
of not being drafted. The percentage of young men to be inducted in the 
next couple of years will decline. 

Main reason is that the manpower pool is expanding. The number of 
boys reaching 18% is increasing—it will go up some 200,000 during the 
1961-62 period. 

At the same time, barring a drastic change in world affairs, the Pentagon 
figures its requirements for new men will stay the same for the next two 
years—at around 500,000 annually. Of this number, only about 90,000 will 
be draftees. (Enlistees or reservists fill remaining needs.) 


Information about the 30-odd different ways your son can fulfill his 
military obligation—besides through Selective Service—is available in a 
pamphlet, It’s Your Choice. Write Dept. of Defense, Washington 25, D. C. 


Plans for a “peace corps” of talented, college-age men are still up in 
the air. Under the program, young men would serve—probably on a volun- 
teer basis—as teachers, hospital workers, and technical assistants in under- 
developed countries. But the volunteers still would be subject to military 
duty after their overseas work, as the program is now conceived. 


Blue yonder department: France is staging not one, but 50 Mardi Gras 
carnivals, starting Feb. 4—Riviera’s Nice will have the biggest, liveliest 
two-week celebration, with a “Realm of Fancy” costume theme .. . In 
Mexico, the Mardi Gras invades nearly every village, Feb. 8-15—a social 
highlight for the American colony this season is Mexico City’s Valentine 
Day Ball, at the Jockey Club. . . TWA will start showing first-run movies 
on its transatlantic and transcontinental jet flights late this spring .. . 
Intourist, the Soviet travel agency, won’t permit travel without a guide 
anymore. Cost this year for escorted tour will be $35 a day per person, or 
$50 for two, including hotel, meals, travel—all de luxe . . . Irish tourist 
offices in Chicago, Montreal, and New York have a new wallet-size directory, 
Racing in Ireland 1961, showing the action this year at over 30 tracks—this 
means more than 200 fixtures, with biggest event the Irish Derby at Curragh 
track in Kildare, June 30 (prize $168,000) . . . First International fishing 
tournament in Barbados is set for Feb. 18, with marlin up to 140 lb. expected 
to run freely—details from Denis Atkinson, Barbados Mutual Life Insurance 
Bldg., Bridgetown . . . Special 17-day air excursions to Europe close down 


with end of off-season, Mar. 31. 
Contents copyrighted under the general copyright on the Jan. 21, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Taming flood waters at Woonsocket 





LINK-BELT drive units control 
tainter gates at new Woonsocket dam 


In August, 1955, disaster struck Woonsocket, Rhode Island. 
Hurricane rains sent the Blackstone River over its banks to 
do 29 million dollars’ damage. The new 256-ft.-long Woon- 
socket dam is part of an extensive flood control project to 
prevent similar costly floodings in the future. 

Link-Belt power transmission equipment, furnished through 
Kingston Iron Works, subcontractors to Wes Julian Construc- 
tion Corp., provides the dependable power needed to lift and 
lower the dam’s four huge tainter gates. Two Link-Belt hoist 
units are installed on each intermediate pier and one on each 
end pier. The normal load on each hoist rope (two ropes per 
drum) is 17,000 pounds. 

If you need dependable power transmission, call on Link- 
Belt. You'll have the advantage of selecting from industry’s 
broadest line of mechanical power transmission components. 
For full details, contact your nearest Link-Belt office. Or write 
LINK-BELT COMPANY, Dept. B.W., Prudential Plaza, 


Chicago 1, Ill. 
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LINK 


Basic products and engineering 


for industry’s basic work BEARINGS 





CHAINS AND 
SPROCKETS 





used to operate tainter gate hoists at Woonsocket dam 
worm gear speed reducers, triple-reduction 
bronze 


& LINK-BELT POWER TRANSMISSION MACHINERY 


include 


parallel shaft speed reducers, flexible couplings, 


bearing pillow blocks, cable drums, herringbone gearing 
and shafting. 


15,572 





POWER ENGINEERED 
CONVEYING TRANSMISSION (PROCESSING) 
EQUIPMENT MACHINERY EQUIPMENT 








INDUSTRIES 


YOUNG SAILOR in a Styrofoam tub navigates an oversized wading pool at the National Swimming Pool Institute Exposition. 


Swimming Pool Trade Show Makesg 


At the fifth annual National Swim- 
ming Pool Institute convention and 
exposition (pictures) in Dallas last week, 
incoming president W. O. Baker told 
delegates that his broker once expressed 
a desire for a “pipeline to my office be- 
cause he claimed my business predicted 
the movement of the stock market.” 
Baker is president of Swimquip, Inc., a 
California manufacturer of swimming 
pool equipment. 

To the industry, it isn’t surprising 
that their product should be an cco- 
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nomic weather vane. Since the word 
got around that a swimming pool can 
be installed today for about the same 
price as a medium-priced automobile, 
the pool has become America’s back- 
vard status symbol. 

e Billion-Dollar Business—Since 1953, 
when the boom got under way, the 
number of pools in the U.S. has jumped 
from 28,300 to 310,700. The dollar 
volume of the 56,000 permanent pools 
installed last vear amounted to a sig- 
nificant $700-million. Add to that the 


price of chemicals, replacement parts, 
toys, services, and less-expensive above- 
ground pools, and the industry hit the 
billion-dollar mark. Plans for 1961 arc 
even more ambitious—70,000 pools in 
stalled for a total of $850-million. 

The average customer, says the in- 
dustry, dithers over buying a pool for 
a long time, but actually he is an im- 
pulse buyer. He makes a snap decision 
after a particularly hot day, or after a 
bout with the family budget—when he 
decides to save money by resigning 
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SKINDIVING GEAR attracts the kids—who insist on trying it 





all on—while their parents 


study technical display of filters, chemicals, and pool accessories. 





VISITORS pay 90¢ a head to see trade 
show on the only day it’s open to the public. 


Big Splash 


from the country club. One East Coast 
contractor says the basic sales job is 
“to justify in the customer’s mind giv- 
ing up the guilt complex of buying a 
swimming pool.” 
¢ Basic Types—Once the customer has 
quelled his conscience, he can choose 
from several basic types of pools. 
Poured concrete is the oldest of the 
conventional methods of construction, 
and usually the most expensive. This is 
simply pouring a floor, then pouring 
concrete into forms to make the wall. 


BUSINESS WEEK e Jan. 21, 1961 


m_ - 
| Seren sy | 





PLASTIC HOSE light enough for a woman 
to wield is demonstrated by model. 








TRAMPOLINE gets a workout when a teenager discovers its possibilities. Other popular 


exhibits include plastic slides, fancy floats—and plenty of cheese cake. 


Gunite is another way of using con- 
crete on a pool. The hole is dug and 
shaped before a mixture of cement and 
aggregate is sprayed on reinforcing bars. 

Steel pools are either fabricated at 
the factory or the components are 
welded on the site. This method is a 
little like dropping a big bathtub in the 
back vard. 

Vinyl liner is a covering rather than 
the pool itself. When vinyl is used, it 
is stretched over a form of concrete 
blocks or wood. Some builders con- 
sider this system best for above-ground 
pools. 

Glass fiber can be used in two ways 
—either as a liner or sprayed on forms 


in the pool hole. In the past, builders 
haven’t paid too much attention to glass 
fiber, but several suppliers and chemical 
companies are stepping up research into 
this system of pool construction. 
Another type that is making some 
headway is a combination of concrete 
and steel wall construction. The 
Coraloc Pools Div. of E. L. Bruce Co. 
is franchising dealers for its new pool, 
which embodies a gunite bottom with 
corrugated steel siding. Coraloc Proj- 
ects claims that a contractor can install 
one of these pools for about $2,800, 
compared with $4,200 to $4,800 for a 
gunite pool. 
e Maintenance—After the pool is in- 
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a business 
proposal 


—— 
to all companies 
using 10 or more 
business cars 


Investigate fleetcar leasing — the 
Hertz way, described by leading 
companies as “‘the lowest cost sales- 
insurance we ever took out.” Find 
out how Hertz Fleetcar Leasing 
plans cater to the special needs of 
larger users of business cars. Dis- 
cover how they’re tailored for com- 
panies which best benefit from the 
nation’s most extensive coast-to- 
coast leasing facilities, and from 
operating efficiency perfected over 
30 years. Each ‘‘10-Plus” plan re- 
places your cars with brand-new 
Chevrolets, Corvairs, or other fine 
cars; assumes full responsibility for 
maintenance and repairs; and re- 
duces the many annoying details of 
fleet administration to the writing of 
one budgetable check each month. 
Use coupon below to learn why 
more and more multi-car companies 
agree Hertz Fleetleasing makes the 
best business sense for them. 

















ADDRESS 





CITY & STATE 





NUMBER OF CARS OPERATED ——_—____________ 


] | 
| HERTZ FLEETCAR LEASING, | 
| Att. H. F. Ryan, V.P. | 
The Hertz Corporation, 660 Madison Ave. 
|] New York 21, N. Y. Dept. A-121. | 
| —— send me your new fleetcar leasing | 
| 00klet. | 
NAME | 
J Position ! 
] company | 
| | 
| | 
| | 
! | 
L 4 
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stalled, the owner cannot walk off and 


leave it. While equipment is being 
developed to lessen the labor involved, 
it takes on the average about four hours 
a week to maintain a pool—turning on 
the filter, cleaning the pool, and put- 
ting in chemicals. Usually the owner 
can handle these operations himself, but 
many prefer to call in service com- 
panies. Paddock of California, for ex- 
ample, adds about $5-million a year to 
its gross by maintaining, repairing, and 
servicing pools. Paddock’s charge varies 
from about $30 a month in California 
to over $40 in the Midwest and North- 
east. 

¢ Builder Profits—On the face of the 
industry’s over-all record, it would seem 
that swimming pools would be a good 
business to plunge into. Actually, there 
are very few leaders. Anthony Pools, 
Inc., of California—one of the biggest— 
did $7.8-million last vear. But Robert 
M. Hoffman, publisher of Swimming 
Pool Age, says that the average gross 
of the 4,500-odd swimming pool con- 
tractors is $125,000, with a net of 
$7,000 to $8,000 for the owner. “I 
would estimate that half of the builders 
last year didn’t make $5,000 profit, in- 
cluding their salary,” he said. 

A swimming pool is a relatively un- 
complicated bit of construction, but 
the peculiar economics of it cause a 
large number of contractors to go broke 
each year. Hoffman compares the in- 
dustry with the auto industry of the 
1920s. 

With a multitude of contractors bid- 
ding for work, prices are soft. Hoffman 
estimates that prices are 10% lower 
than contractors can afford. Prices are 
particularly soft in Florida, Texas, and 
Southern California—areas where pools 
are most popular. 

Another soft spot is the precarious 
financial condition of some contractors. 
At last week’s convention, Baker ad- 
vised the prospective customer to check 
this important detail. “The cheapest 
insurance I know of to prevent having 
an unfinished pool in your back vard 
is to insist on the contractor putting up 
a completion bond—and make sure you 
have the bond in your hand not just the 
promise he will get one.” 
¢ Customer Precautions—As a further 
guard against fly-by-night operations, 
Baker advises prospective customers to: 

¢ Investigate the contractor 
through NSPI or Better Business 
Bureau. 

¢ Check the specifications of the 
pool; the easy way is to get at Icast 
three bids with specifications before 
signing. 

¢ Find out what type of equip- 
ment will be used and preferably get 
national brands. 

¢ Be sure that the contract makes 
provisions for installation of utilities 
and plumbing. &NO 














DON'T MOVE! 


Moving can be risky business, yet in 
these times of growth and change, an 
ever-increasing number of companies 
find themselves faced with the need to 
expand or relocate their plants, district 
offices, warehousing facilities, and even 
their headquarters, and only the future 
will assay the wisdom of such a change. 
Before you make a move, find out why 
so many other firms have felt they can 
minimize their risks by settling in San 
Bernardino County, the heartland of 
ever-booming Southern California. Get 
the facts, in confidence, on industry's 
favorite county. 


A. B. Groos 
Director of Industry 
Board of Trade 
San Bernardino, California 


Write or Wire Department BW-161 
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rASTY FOOD COMES EASIER...THANKS TO COLUMBIA-SOUTHERN CHEMICALS 


Basic chemicals contribute much to the revolutionary swing to ‘‘convenience’’ foods. Modern packages 
for the partially—or fully—prepared foods that dominate today’s grocery cart—packages of plastics, 
metals, paper, and of course, glass—are all products of chemical processing, usually involving a 
Columbia-Southern product such as soda ash, caustic soda, or chlorine. Sodium bicarbonate—the 
nousewife’s ‘‘baking soda’’—gives cakes made from packaged mixes a light, fluffy body. Chemicals, of 
course, also help food crops grow (ammonia-based fertilizers, for exarnple) and make growing more 
efficient by controlling weeds (Chloro IPC). Others, such as Pittchlor,® help assure sanitary conditions in 
food plants. For many years discriminating food processors— os ae 
and leading companies in many other WONTON, baceltlips G C emicals 
relied on Columbia-Southern for their basic chemicals. Like CHEMICAL DIVISION 


them, you'll like doing business with Columbia-Southern. ke I RS ne gerd Soh be ae 








SORTEO DE TOROS, the drawing of the bulls, decides which matador will meet which 
bull, and this is a tense moment before the fight. Impresario Rodriguez (in dark glasses) 
must watch this and dozens of other details that go to make fight. 


Bee ee 


PICADOR’S P: 


AY is doled out by Rodriguez according to set union scale. Almost every- 
body in the highly organized and ritualized bullfight business has his union, and the fast 
exchange of tight-bound wads of pesos keeps the whole thing going. 


BULLFIGHT impresario Don Jose Rod- READY FOR RING, matador puts last touches to his vivid traje de luces, his fighting 
riguez, with cigar, paces Puebla (Mexico) 


costume, while his backers and friends—and impresario Rodriguez (in light tie)—crowd 
arena, figuring how to fill it for fight. around; in a moment he will face the bulls. 
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BEGINNING OF THE END pits the matador, with his skill and 


Where the Pesos Go 
In Bullfighting 


One Sunday a couple of weeks ago, 
around 4:30 in the afternoon, the drums 
started booming, the trumpets blared, 
there was a resounding snort and the 
pounding of hoofs, and the big season 
of Mexican bullfighting was under way 
in Mexico City’s huge concrete stadium, 
the Plaza Mexico. 

As New York’s “Met” is to U.S. 
cpera, as France’s Le Mans track is to 
auto racing—so the Plaza Mexico is to 
bullfighting in the Western Hemi- 
sphere. It is the largest bullring in the 
world and on that Sunday afternoon 
it held a capacity crowd of 50,000. 
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¢ The Big Test—This new season’s 
opening, coinciding with New Year’s 
Day, tested more than the nerve and 
skill of the matadors, more than the 
courage (or foolhardiness) of the bulls. 
It also tested the resilience of what, just 
south of the border, is big business. ‘The 
aficionados, the connoisseurs of the art 
of bullfighting, may object to the idea, 
but the fact is that bullfighting is a 
$20-million-a-year enterprise in Mexico. 
As such, it has its problems: It has been 
caught up in a recession these last two 
or three years. 

This has sorely tried the resources of 








NET RESULT for Rodriguez: Gate re- 
ceipts were disappointing. With bullfight 
teams paic, there’s little on the profit side. 
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D-C offers you only one kind of service— the best! 
Whether you're shipping a full trailer load or a small carton— 
whether the destination is 30 or 3000 miles distant— 
your shipment is entitled to, and we guarantee it will get, 
the same personal 
attention and careful 
handling. : # 
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For the finest 
and fastest in truck \ 
service nearby and nation-wide— 

always specify D-C... the Dependable Carrier! 


DENVER CHICAGO TRUCKING CO., INC. 


The ONLY direct coast-to-coast carrier! 













JUST LIFT SEAT TO DESIRED HEIGHT 


A CLIMATE FOR PROFITS... 
RIGHT IN YOUR 
OWN COMPANY 


investment in 

see how indoor 

itrol can make 

We work for you — profit- 
ably. 

SEE over 500 fact-filled dis 
plays 


No dirty knobs, wheels or tools. Unique adjustment 
mechanism is reason many thousands of Ajustrite 
chairs and stools are in use. 32 models for factories, 
schools, laboratories, hospitals, offices. For folders 
write to Ajusto — Company, Department B, 
Bowling Green, Ohio. 








I 
COMPARE the latest products, ARUSTRITE o > 
developments and ideas in CHAIRS ... STOOLS | ome 
heating, refrigeration, air con- a 


ditioning and ventilation. 
HEAR engineers on hand talk 
new systems.and savings 
ATTEND daily ASHRAE techni- 
cal sessions 

Increase employee efficiency, 
create optimum product con- 
trol and obtain maximum 
space utilization through in- 
door climate control. Visit lead- 
ing manufacturers’ displays 
designed to help your profit 
picture grow. Make sure your 
key engineers attend. 





before ordering 


YOu 
ROME BRONZE PLAQUES 
@ MEMORIALS © HONOR ROLLS 
SEE @ TABLETS © TESTIMONIALS 
THIS Write for Free Catalog A-114 
For Medals and Trophies 
Tele) 4 ask for Catalog B-114 


rier BRONZE Tablet Co. Inc., 
150 W.22nd St., New York 11,N. ¥. WA 4-2323 
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maintains news bureaus 


/ Nh International Heating WEEK 


& Air-Conditioning Exposition 
Auspices ASHRAE 
CHICAGO, ILLINOIS 


International Amphitheatre 


Feb. 13-16, 1961 


Management: International Exposition Company 


and correspondents in 
60 cities in the United 


States and possessions. 
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the matadors, the men who accept a 
goring with as much equanimity as a 
Madison Avenue man accepts his ulcers. 
They have had to hunt from end to end 
of Mexico for enough engagements to 
keep them busy and pay the bills. 

e Transatlantic Squabble—The trouble 
grew in part out of a furious squabble 
between the Mexican and the Spanish 
matadors, who when organized in 
groups are at least as temperamental as 
the American Medical Assn. Until three 
years ago Spanish and Mexican mata- 
dors used to travel back and forth across 
the Atlantic in a regular and continuous 
interchange, killing bulls in each other's 
home plazas and keeping up a hot flare 
of competition. 

Then the matadors’ unions in the 
two countries had a falling-out; they 
started battling over the rates of pay 
they received when away from their 
own national bullrings, over Spanish 
limitations on the number of Mexican 
matadors who could fight in Spain in a 
vear. The transatlantic exchange ceased, 
sharply lowering the competitive heat 
and the public’s interest. 

Meantime the Plaza Mexico was 
having its own troubles. It ran short 
of funds, closed down in late 1957, and 
reopened for only a short season last 
vear. This was a bad blow because 
Mexican bullfighting had always been 
concentrated in the capital’s plaza. 
¢ Clearer Skies—Now the recession is 
probably over. There’s still no sure 
Spanish-Mexican agreement, but other 
things have put new life into the an- 
cient spectacle: The growth of TV in 
Mexico has spread televised bullfights 
all over the country, and this has bred 
thousands of new aficionados; the mata- 
dors, searching all over for work, have 
brought a higher grade of bullfighting 
to Mexico’s provincial cities, and this 
has had the same effect; the growing 
mobility of Yanquis in the U.S.’ south- 
western states has brought thousands of 
North Americans to the bullrings in 


Mexico’s border cities, and produced an- 


other new group of aficionados. Ail 
this, say the businessmen of bullfight- 
ing, makes the cure for the recession. 
The capacity crowd at the Plaza Mexico 
on New Year’s Day was probably the 
proof of the cure. 

This is good news for more than just 
the matadors. Along with the bulls, 
they are the chief players on the sandy 
floor of the bullring on a Sunaay after- 
noon. But many others share in the 
big business of Mexican bullfighting. 

There are (1) the owners of the bull- 
tings; (2) the impresarios, the promot- 
ers, who stage the bullfight; (3) the 
matadors’ cuadrillas (their teams of 
picadors and banderilleros, whose job 
it is to spear the bull in the neck to 
weaken its immense power and force it 
to keep its head down); (4) the ranchers 
who breed the fighting bulls; (5) the 
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“‘R And D”’ Paves The Way 


The steel industry provides a good case in point. 
Despite an operating rate of little more than 50 per 
cent during the last six months, steel companies plan 
a total investment of nearly $1.4 billion in 1961. And 
though this is 10 per cent below their capital expendi- 
tures in 1960, it will still be the third highest year on 
record. 


incentive and wherewithal to continue a vigorous pro- 
gram of new investment. In addition, if price inflation 
were to begin surging again, it vould eat away the 
power of depreciation reserves to purchase new plant 
and equipment. 


The allowances now permitte:’ American industrial 
firms for the depreciation of their producing facili- 
ties are lower than those made in any of the industrial 
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Also, new investment is required to tool up 
for the manufacture of the new products being 
spawned by the continuing boom in industrial 
research and development. This year, we are 
spending about $13 billion (that’s billion) for all re- 
search and development, about $9.6 billion of it 
through industry.* And out of it is coming the “know- 
how” for a veritable flood of new products, processes 
and equipment, most all of these calling for new pro- 
ducing equipment. Next year, American manufacturers 
plan to get 12 per cent of their sales in products that 
did not even exist four years ago. 


Key Role Of Depreciation Reserves 

A major reason why American industry can 
combine the desire to carry out big new invest- 
ment programs with the necessary financial ca- 
pacity to do it is to be found in the growth of its 
reserves for depreciation. This year, (1960) , busi- 
ness has been in a squeeze between costs and the prices 
it could get for its products. This cost-price squeeze 
has reduced profits sharply. The total of profits for the 
year will be down about 5 per cent. 

Allowances for the depreciation of existing plant 
and equipment, however, have continued to rise. The 
result is that the so-called cash flow of corporations 
(their retained profits plus their allowances for depre- 
ciation) is the same this year as last. And this cash 
flow, shown in the chart above, makes a decisive con- 
tribution to financing new investment, 


Inflation Would Be Deadly 


If the sort of profit squeeze that has prevailed this 
year were to become chronic, it would blight both the 


countries with which we are in increasingly tough 
competition, More adequate allowances would speed 
up the job of modernizing American industry. An 
earlier McGraw-Hill survey indicated that it would 
cost only slightly less than $100 billion to bring our 
nation’s plant and equipment up to date. 


But at this juncture, American industry’s 
eagerness and capacity to maintain a high level 
of investment capital is adding a great new ele- 
ment of construciive strength to the nation’s 
economy. 


*The significance of this boom for American industry is ana- 
lyzed in a new McGraw-Hill beok, “She Research Revolution” 
by Leonard Silk, Economics Editor of Business WEEK. To- 
gether with other new business invest:ent trends the “R & D” 
boom also constitutes a key part of another new McGraw-Hill 
book, “New Forces in American Business” by Dexter M. 
Keezer and associates — the November selection of the Busi- 
ness Book Club. 





This message was prepared by my staff asso- 
ciates as part of our company-wide effort to re- 
port on major new developments in American 
business and industry. Permission is freely ex- 
tended to newspapers, groups or individuals to 
quote or reprint all or pari of the text. 
PRESIDENT 
McGRAW-HILL PUBLISHING COMPANY 
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NEW Flowers-by-wire gift certificates 
You'll be thought of at least twice—when they receive your Flora- 
Cheque gift certificates, again when they redeem them for the flowers 
they want...when they want them...wherever they are! Easily con- 
verted into beautiful blooms at 11,000 shops in the United States and 
Canada and 18,000 abroad wherever the famous Mercury Emblem 
is displayed. Buy at shops listed in phone book Yellow Pages under 
FTD—Florists’ Telegraph Delivery. 













GIANTS and PYGMIES 


to match your needs 


if it flows through 
pipe anywhere in the world 
...chances are...it’s controlled 


SINCE 1880 





Control problems just don’t come too big or too small 
for Fisher’s 80 years of engineering experience and 
precision manufacturing facilities. 

That’s why engineers think first of Fisher when con- 
fronted with everyday or unusual control problems. 
They know they’ll get the right control—and in a 
hurry from FISHER GOVERNOR COMPANY, 
Marshalltown, Iowa/Woodstock, Ontario/Rochester, 
England. Butterfly Valve Division: Continental Equip. 
Co., Coraopolis, Pa. 

ENGINEERS WITH SPECIAL CONTROL PROBLEMS...FIND THE ANSWER IN... FISHER 


Manufacturers of: PRESSURE REGULATORS, CONTROL VALVES AND LIQUID LEVEL CONTROLS 
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year-old matador, may this year rank as 
Mexico’s top bullfighter. 


hawkers of beer and tamales who hold 
concessions in the bullrings; (6) the 
ticket scalpers. 


|. Where the Pesos Go 


As an enterprise, bullfighting is an 
even more complex operation than 
prize-fight promotion in the U.S. 

Four major elements and a dozen 
smaller ones iaust skillfully be brought 
together to make a bullfight. ‘The man 
behind it all is the impresario, the pro- 
moter. He must bring together the 
bullring, the bulls, the matadors (along 
with their teams of picadors and ban- 
derilleros) and the crowd. 

He must first find his bullring, and 
for this he must seek out the owners of 
bullrings. There are 18 major bullrings 
in Mexico. Some are owned by the rich 
men of the city, either individually or 
in syndicates. ‘They built the plaza and 
lease it for a fight or for a scason to the 
impresario, Others are owned by men 
who are themselves impresarios and 
make a full-time job of staging bull 
fights. The fights must be held at the 
proper time—winter and spring for the 
major contests with top matadors, sum- 
mer and fall for the novilladas, the ap- 
prentices’ bullfights. 

Next the impresario must select his 
corrida, a group (usually six) of fighting 
bulls. These he buys from a ranch—not 
any cattle ranch, but one that specializes 
in the breeding of tough and vicious 
fighting bulls. The best of these bulls 
have pedigrees dating back at least a 
century and usually more; they have 
been bred for aggressiveness just as a 
race horse is bred for speed. 

The matadors have to be signed up, 
and with them their teams of picadors 
and banderilleros. How much they get 
depends on the record and crowd appeal 
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‘61 CHEVY 
CORVAIRS 


CORVAIR 95 
TRUCKS ox 


ANY KIND OF FLEET DUTY! 


Now you’ve got a big family of 
Corvair cars and Corvair 95 trucks 
ready to go to work for you. And 
wait till you see how much they 
save in your fleet operation. 








Three things they’ve all got ir 
common: thoroughgoing thrift 
real dig-in-and-go traction and 
driver-sparing handling ease. The 
thrift part you'll really go for. 
Every model, from Corvair coupe 
to Corvan truck, is priced to start 
you saving pronto. And, naturally, 
that air-cooled rear engine never 
needs costly antifreeze or radiator 
repairs. Mileage? Plenty of it, on 
gas and tires and brakes. 

We could go on and on about 
Corvair’s traction and handling 


\ of space for business gear. 


mm 


The Corvair Lakewood 500 Station 
Wagon with up to 68 cubic feet 


ease. But we’ll let your drivers do 
it for us, once they’ve been pulled 
out of a sticky spot by a Corvair, 
once they’ve wheeled a Corvair 
through knotty traffic. 

Your Chevrolet dealer’s the man 
to see, whether you want a Corvair 
sedan for salesmen or Corvair 95 
pickups for delivery duty. Or both. 
He’ll be glad to talk Corvair’s 
kind of thrift over with you in any 
case. Make that visit soon... . 
Chevrolet Division of General 
Motors, Detroit 2, Michigan. 





Hardworking Corvair 95’s: Rampside 

















The Corvair 500 4-Door Sedan with nearly 12% more underhood cargo space this year. 
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BULL BREEDER Don Carlos Hernandez, TESTING for stamina and disposition, matador on Hernandez’ Rancho Seco puts young 


chin on his wrists, watches while matadors cow destined for breeding stock through passes, twirling his cape. If calves don’t measure 
test stock in arena on his Rancho Seco. — up to strict standards, they are put to the sword. 





SURVIVORS of the tests, these massive fighting bulls weighing round-up and shipment to Mexico City’s bullfight arena. They 
half a ton each graze quietly on Rancho Seco’s grasslands, awaiting may bring their owner $1,000 apiece when sold for bullfight. 
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CAREFUL NOTES, written down by Her- 
nandez while testing goes on, seal fate of 
animal—to butcher now, or to bullring. 
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Bullfighting begins on the plains of Mexico, where ranchers 
build fat incomes breeding the fighting bulls. 


of the matador and also on the bargain- 
ing skill of matador and impresario anc 
often on the vociferousness of the agent 
on both sides. 

Concessionaires, ticket takers, usher 
police must be hired. Tickets 
printed only a week beforehand—anc 
then are emblazoned with elaborate 
designs—to defeat counterfeiters. Th 
impresario cannot forget to round up 
a couple of strong horses to haul the 
dead bull out of the ring. A doctor 
must also be found for those bullfigh 
occasions when neither side wins. 
¢ No Estimates—There is simply no 
telling just how much the plaza owner: 
and the impresarios make out of all 
this. The take varies from season 
season, from bullring to bullring. 

The impresario may split the ga 
receipts with the plaza owner, he n 
pay a flat fee for the rent of the plaz 
it varies from promoter to promote: 
And these promoters are among t 
most tight-lipped of businessmen. Ther 
are estimates that profits from a first- 
class bullfight at the Tijuana pla 
where seat prices are among the highest 
in Mexico, run to as much as $16,000. 
The owner of the Tijuana plaza is also 
the Tijuana impresario, so he keeps all 
the net. The Plaza Mexico’s owner is 
not an impresario; his deal with tl 
promoters is to take 8% of the gat 
money. 


ll. Man in the Ring 


The matadors get a good deal more 
than most of the others. Mexico this 
season has 61 of these full-blown mata- 
dores de toros, men who have gradu- 
ated from the status of apprentice bull- 
fighter. Much ritual and organization— 
as well as skill and courage—go into the 
making of these men. 

The aspiring bullfighter must begin 
as a novillero, an apprentice. He figh 
only small bulls, and he must dispose 
of ten of them before he can registe: 
with the Mexican Matadors Union. 
Once he has fought his ten, he must 
register with the union; if a plaza i 
caught using nonunion bullfighters, th 
matadors will boycott it. 

The next step to the status of mata- 
dor de toros depends on a delicate, a! 
most indefinable balance of skill, popu- 
larity, luck, and ambition. The good 
novillero can take this step (called the 
alternativa, the bullfighters’ doctorate 
degree) any time that all the factors 
come into balance. It doesn’t happen 
frequently. There are some 250 novil- 
leros registered with the Matadors 
Union, but only two of these are like! 
to graduate to full matador this season 
¢ The Rewards—The big money 


= ge 


there for those who do. Juan Silveti, 
for instance, last year grossed about 
$100,000. He is 30 years old, has been 
fighting bulls for nearly 11 years, and 
to reach that income he was in the arena 
40 times last year. He is now one of the 
two top bullfighters in Mexico. 

He has been getting as much as 
$4,000 for a fight at Tijuana and at 
other major plazas outside Mexico City, 
but many of his 40 fights last year were 
at whistle-stop towns where he was 
lucky to get between $800 and $1,500 
fora fight. 
¢ Heavy Expenses—Though the in- 
come is large, a matador must work to 
have much of it left in his bank ac- 
count by the end of the year. Silveti 
has some huge expenses. He lives in 
Mexico City—modestly, with his quiet- 
spoken English wife and his two small 
sons; he is not surrounded with hordes 
of fawning women as the movie-mata- 
dors are. 

When he fights outside Mexico City, 
he must pay his own travel expenses, 
those of his five-man cuadrilla (two 
picadors, two banderilleros, and one 
sword-carrier), and the wages of the 
cuadrilla. Out of his $4,000 fee for a 
top fight at Tijuana, transportation 
alone costs him $1,600 and wages run 
between $400 and $500. 
¢ “Incidentals’—In Mexico City the 
fee is much larger; Silveti can get as 
much as $8,000. He has no transporta- 
tion expenses, and the bullfight im- 
presario pays the cuadrilla’s wages ac- 
cording to a fixed union scale. But 
Silveti has to spend almost as much out 
of his fee for what’s delicately called 
“publicity.” It is an old and honored 
sractice among matadors to send their 
sword-carriers out a day or two before 
the fight with a stack of envelopes in 
their hand. The envelopes go to the 
bullfight critics of newspapers, maga- 
zines, and TV stations. Each envelope 
contains cold cash, amounting to about 
$800 in all. 

A matador must spend as much on 
tickets and photographs. He must buy 
tickets to the bullfight and distribute 
them among his friends and_ business 
contacts. And after each fight, the 
Photographers’ Union always sends him 
a large box of action pictures of his 
performance in the ring; again, it is 
the custom for the matador to pay a 
couple of hundred dollars for this. 
¢ Tailors Bill—In this way goes more 
than half Silveti’s $100,000 income. 
And there’s more, aside from ordinary 
living expenses. A matador needs to 
keep his traje de luces, his full-dress 
costume, spick-and-span, which is not 
easy when battling bulls on Sunday 
afternoons. When the bull comes 


Entertainment 139 












KEEPS IN STEP 
WITH ENGINEERING AT 
FRIEDRICH & DIMMOCK 
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pounding past at extremely closer quar- 
ters it tends to rip away bits of the 
suit. When the matador sinks his 
sword into the bull he’s apt to get 
spattered with blood. Thus, Silveti 
goes through about eight suits a year 
—and each of them, imported from 
Spain, costs around $320. The red and 
yellow capes with which he taunts the 
bull get a beating, too. Silveti uses 10 
of these a year—and that’s another 
$1,200 gone. 

He must also meet the costs of those 
bad moments when the charging bull 
punches a hole through the matador’s 
suit, and through the matador, too. 
Silveti, in his 11 years of bullfighting, 
has been gored more times than he 
likes to remember. Mostly, these inci- 
dents have not been serious, but in 
1958 one bull ran him through with its 
horns and put him in the hospital for 
weeks. 

After this goring, Silveti and his wife 
decided it was time to provide for the 
future. Now he is sinking much of 
what is left of his $100,000 income 
in a bull-breeding ranch outside Mexico 
City. He is just beginning to stock 
the ranch this year. If the bullfight 
business experts are correct and the re- 
cession is coming to an end, this ranch 
will be a rich investment. 


lil. Blue Ribbon Performers 


The bull may be the only participant 
in this whole affair who gets nothing 
but the business end of a sword, but his 
breeders certainly do well. Out in the 
high, dry, plateau country of central 
Mexico the ganaderos, the ranchers who 
raise the fighting bulls, may gross as 
much as $30,000 a year, and come out 
with a_ profit of about $18,000. 
That, anvway, is about what Manuel 
Labastida, president of the Mexican Na- 
tional Ranchers’ Assn., expects to draw 
from the sale of some 60 top fighting 
bulls this winter and spring. 

His operation is by no means the rich- 
est. Mexico’s biggest fighting bull 
ranch, LaPunta, which is owned by the 
Madrazo family, will sell from 160 to 
200 bulls in the coming season, mostly 
going to bullrings elsewhere in Latin 
America. Some 4,000 bulls a year are 
sold by the 97 member ranches of the 
National Ranchers’ Assn. and the take 
the ranchers split for these is about 
$3-million. The top-grade bulls are 
worth from $800 to $1,000. 
¢ Pedigree—It takes a lot of work and 
vears of investment and careful manage- 
ment to produce such a_ specimen, 
which weighs half as much as a Chevro- 
let and is a good deal more dangerous 
than a 10-ton truck. A rancher must 
start with a good breeding line; if the 
bulls he produces are too small or lack- 
ing in aggressiveness, he'll be able to 
sell them only at cut rates to small 


plazas and irregular country fairs. If 
he can supply to the Plaza Mexico three 
sets of bulls of the proper size and 
ferocity to be worked by apprentice 
matadors, he takes his first step toward 
a class-B rating. But to win that rating 
he must then send a whole corrida of 
big bulls to a major fight, and each of 
them must be judged of the right size 
and temperament. 

To climb to class-A he must keep up 
this quality, usually for many years. The 
heads of the Ranchers Assn. eventually 
will decide whether he deserves the top 
rating—and the top money—for his bulls. 
Of the 97 member ranches, only 23 are 
rated class-A. 
¢ The Big Day—The net result of all 
the years of work on the ranches is the 
spectacle in the bullring. There are 
about as many explanations of what the 
crowd gets out of it as there are aficio- 
nados. Enjoyment of “art” or “skill” 
or “drama” or “ritual,” the thrill of 
“danger” (not to themselves but to the 
matador)—so go some of the theories. 

The show opens with a parade of 
matadors and their cuadrillas; a brass 
band blares traditional tunes. The ring 
is cleared and the bull thunders in. The 
matador, alone, stands before the bull, 
entices him with the cape. The buil 
charges and the matador, his cape 
swirling, executes half a dozen or more 
stylish passes. The picadors, mounted 
on their horses play the next scene; as 
the bull charges them they jab their 
steel-tipped lances into its shoulders, 
tearing its neck muscles. The banderil- 
leros follow; they are armed with short 
spears decked with colored cloth, and 
they work on foot. ,They plunge the 
bander‘llas into the bull’s shoulders and 
leave them sticking there. The matador 
returns, lures the bull into another se- 
ries of charges until the animal, head 
down and almost on its knees, is ready 
for the sword. The matador walks up 
to the bull, draws the sword from be- 
neath his cape, and sinks it into the 
bull at a point between the shoulders. 
Handled correctly, the sword point 
punctures a lung or the main artery of 
the bull’s heart, on its way cutting a 
neat hole through what would otherwise 
produce a whole batch of filets mignon. 
e Cheers and Jeers—If the perform- 
ance is conducted with style, the mata- 
dor receives shouts of ““Torero,” and 
as an added reward one or both of the 
bull’s ears and sometimes the tail of the 
bull as well. If it’s a messy perform- 
ance, he is pelted with seat cushions. 
For a particularly poor show, the crowd 
has been known to set fire to the whole 
plaza, which is one reason why major 
plazas are built these days of concrete. 

In the end, nothing is wasted. The 
bull is dragged from the ring, butchered, 
and sold in pieces to the poor. The 
impresario makes another $90 or $100 
from the carcass. END 
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THE TREND 





A Silly Issue Gets Sillier 


On the eve of his inauguration, Pres.-elect 


Kennedy dutifully made clear to American voters. 


that he had sold his personal stock holdings and that 
his portfolio now consisted only of bonds, real estate, 
and income from trusts he does not control. 

Kennedy’s decision to handle his personal finances 
in this way is admirable. He has gone beyond what 
federal statutes require and made sure that no con- 
flict-of-interest controversy would taint the occupant 
of the White House. 

Even so, it seems downright silly—and somewhat 
saddening—that the long-simmering suspicions over 
conflict of interest in high office compelled the 
President-elect to take such action. In fact, it offers 
a real opportunity for Congress to put the problem, 
for once and all, in proper perspective. 

During eight years of the Eisenhower Administra- 
tion, many Republican appointees—from Charles E. 
Wilson on down—came under Democratic fire. But 
for all the hue and cry, the Democrats found few 
truly worthwhile hunting targets. 

Now it is the Republicans’ turn to take aim, as 
Kennedy and his key appointees well realize. De- 
fense Secy. McNamara, for one, has already under- 
gone “ordeal by divestment,” selling his sizable 
stock holdings and trusteeing the proceeds. By a 


similar move, Kennedy no doubt has answered ques- 
tions from partisan-minded opponents before they 
ever have a chance to point an accusing finger. 
However, the conflict-of-interest fight clearly has 
reached a high point of absurdity. During the elec- 
tion campaign, it was fair play to jibe at the Kennedy 


fortune. “Don’t worry,” Joseph P. Kennedy was 
supposed to have told his son. “If you lose the 
election, I’ll buy you a country.” 

Well, Kennedy won. He is still fair game for the 
political cartoonists. But to suspect that his personal 
finances would affect his public actions, is to impugn 
the basic integrity of the President—and insult the 
common sense of American voters. 

The man, and not his portfolio of stocks, is what 
counts in judging acceptability for high office. If the 
man can be trusted to put public duty ahead of 
private gain, then there is little reason to force 
him to make a major personal sacrifice by selling 
his stock holdings. 

What Congress should require, is simply full 
disclosure of a public official’s financial interests. 
(Publicly held companies have had to do this, in 
varying degrees, under the Securities Exchange 
Act.) This would accomplish the same purpose as 
full divestment of stocks. 

If there were changes in stock holdings, the 
official should declare them when they take place. 
That would not be much to ask of a public servant 
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who assumes that most of his personal life, in any 
case, is an open book to press and public. 

Such a scheme, of course, would not free officials 
from questioning. Questions and criticisms are the 
very stuff that keeps alive our democratic system. 

But a new approach to the conflict-of-interest 
problem, focusing on full disclosure, would be far 
more realistic than the present confused efforts, 
With a change of this sort, a new Administration 
could more easily attract—rather than painfully 
search for—top talent to fill top jobs. 


Canada’s Nationalism 


Economic nationalism, which paradoxically 
knows no boundaries, is spreading. It is afflicting 
even Canada, whose government thinks that the 
cure for its economic ills lies in placing curbs on 
imports and higher taxes on foreign firms, chiefly 
American and British, which have operations in 
Canada. The head of the Bank of Canada, James E. 
Coyne, who has become known as “Fidel” Coyne 
for his attacks on “American domination” of Cana- 
dian industry, would go further, forcing U.S. com- 
panies to sell their Canadian subsidiaries. 

This is not the first time that Canada has been 
gripped by anti-Americanism. Before World War I, 
nationalism was expressed in the slogan “Neither 
truck nor trade with the Yankees.” But this policy 
Was soon recognized as a mistake, and Canada 
opened its doors to foreign investment, which has 
played a significant role in its development. 

Today the Canadian economy is suffering—and 
the government is evoking an emotional nationalism 
by blaming foreign investment. (Even the Liberal 
party, now in opposition, is playing the nationalist 
game by urging that Canada end its role as a “minor 
partner” in the North American Air Defense Com- 
mand.) By raising tariffs and penalizing foreign con- 
cerns through higher taxes, Canada may be able to 
give domestic industry a short-run hypodermic—but 
its own past experience is proof that no country can 
pursue a course of artificial stimulation of its in- 
dustry without running into trouble. In the long © 
run such a policy will fail; it will mean fewer jobs 
for Canadians, and a lack of needed capital. 

Moreover, a nationalist policy of discriminating 
against foreigners invites short-sighted retaliation. 
Already anti-Canadian pressure is building up in 
Washington. It is reassuring that most American 
companies are not acting rashly, but we trust that 
Canada does not turn the clock back by erecting 
artificial barriers to trade and investment. In the 
end they can only hurt the development of Canada 
and the cause of international cooperation. 
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